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Editorial Comment 


N October 11, 12, 13 and 14 

Boston will have the honor of 

acting as host to the annual con- 
vention of the American Bankers Asso- 
ciation. This is surely an event wherein 
the pleasure will be mutual, for Boston 
will be glad to have the bankers for 
guests, and they will be equally pleased 
to be there. Those who have attended 
previous conventions held in this most 
interesting of American cities will be 
renewing an agreeable acquaintance 
with an old friend, while to those not 
having had that pleasure the charm of 
the city and the hospitality of its people 
will come as a delightful revelation. 

Daniel Webster once said: “Mr. 
President, I shall enter on no en- 
comium on Massachusetts. She needs 
none.” Appropriately the same might 
be said of Boston. But to those who 
do not know the city may be addressed 
some reminders of its many attractions. 

Boston is the banking and financial 
center of New England. It is more 
than that, for its banking and finan- 
cial support reaches far beyond the 
New England borders. Its capital and 
enterprise have extended solid practical 
help to almost every part of the Union. 
Here are to be found survivals of our 
oldest and most honored banking and 
financial institutions. 

But the bankers who are fortunate 
enough to be in Boston on the dates 
named will find much outside of the 
city’s banking and finance (important 
as these are) to enlist their attention. 
They will find historic shrines and as- 
sociations breathing the spirit of the 
early American struggle for liberty. 
They will find a city whose commerce 
Sweeps over far distant lands and seas. 
They will find a city possessing, in many 
Tespects, a charm and a distinction 
found nowhere else in America. Above 
all, they will find entertainment, in- 


struction and amusement worthy of this 
great American city, fittingly bearing 
evidence to the character of its citizens. 
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HAT favorite will-o’-the-wisp of 

monetary theorists—the _ stabilized 
dollar—emerges into view once more. 
In response to proposals of Senator 
Thomas of Oklahoma, President Roose- 
velt has written a letter giving his latest 
views on the subject. Writing to Sen- 


ator Thomas, the President says: 


I am in complete sympathy with your 
objective with respect to the elimination of 
unnecessary fluctuations in the value of the 
dollar. The United States is still seeking 
the kind of dollar which a generation hence 
will have the same purchasing and debt- 
paying power as the dollar value we hope 
to attain in the near future. 

I am sure that you also agree with me 
that stabilization of the value of the dollar 
will be attained not merely by monetary 
means and devices, though these are neces- 
sary, but much more by the achievement 
of balanced and orderly recovery through- 
out the whole economy, and by its main- 
tenance once achieved. However, in view 
of the complexity of the rapidly shifting 
international scene at present it would be 
dangerous to adjust ourselves to any rigid 
pattern. It is doubtful whether procedure 
on the lines you suggest will be rewarded 
with that measure of success which we 
could justly expect were the international 
situation to have undergone clarification. 
For this reason, I believe that to commit 
ourselves definitely at this time to a formal- 
ized course of action might well be pre- 
mature and might, therefore, even do more 
harm than good, both at home and abroad. 

You may rest assured that we are watch- 
ing all developments in the monetary 
sphere with a view to making any timely 
contribution we can. 


To look for a dollar that, a genera- 
tion hence, will have the same purchas- 
ing and debt-paying power is merely to 
imagine a vain thing. It is an unattain- 
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able ideal, dependent upon a multitude 
of factors outside the monetary realm. 
Under proper conditions, relative sta- 
bility of world currencies in relation to 
each other may be attained, but this_ is 
something quite different from making 
the dollar of unvarying purchasing 
power a generation hence as compared 
with the present. President Roosevelt, 
in the letter quoted above, states that 
stabilization rests upon other than 
monetary measures. And Chairman 
Eccles of the Board of Governors of 
the Federal Reserve System has recently 
stated the belief that “economic stability 
rather than price stability should be the 
general objective of public policy.” 

The country appears to be on the 
verge of further experimentation in at- 
tempting to control agricultural pro- 
duction, ignoring the disastrous experi- 
ence of a previous attempt in that di- 
rection, Obviously, the control of agri- 
culture presents greater difficulties than 
in the case of industrial production. 

Until all production is subjected to 
absolute control and all human prefer- 
ences are made identical, the search for 
a never-varying dollar will be a hope- 
less quest. 
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QNE way to insure sound and profit- 

able banking, according to Chair- 
man Leo T. Crowley of the Federal 
Deposit Insurance Corporation, is by 


reducing the number of banks. “If,” 
he said, “we could reduce the number 
of banks by 300 or 400 a year for from 
five to seven years, those left could 
make money, and we would have a 
sound banking system which could with- 
stand future depressions.” Perhaps so. 
But this simple remedy implies that the 
cause of unprofitable and unsound 
banking is to be found in the fact that 
there are too many banks. Whether 
the chief cause for the situation lies 
here or not, may at least be open to 
question. Other than a numerical sur- 
plus of banks, there are different fac- 
tors tending to impair banking safety 
and profit. And chief of these factors 
is the condition of trade and industry, 
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a condition for which the banks cannot 
justly be charged with a great share 
of responsibility. Since banking is a 
product of business, it ‘follows that 
sound banking is dependent upon sound 
conditions in production and trade. 

Even with the reduction in the num. 
ber of banks, as proposed by Chairman 
Crowley, a corresponding improvement 
in business conditions would not neces- 
sarily follow, and the major cause of 
unsound and unprofitable banking 
would still remain. Does it follow, as 
a corollary of Chairman Crowley’s pro- 
posal, that the number of business con- 
cerns should be reduced until the weak, 
unsound, inefficient and unprofitable are 
eliminated? That is a large order, 
implying something perilously  ap- 
proaching monopoly. Most business 
enterprises are failures. The same is 
true of much of the country’s farming. 
If somebody will tell us how to get rid 
of the weaklings in agriculture, indus- 
try and trade, without stifling our 
boasted freedom of enterprise, he will 
perform a great public service. 

Could trade and industry, by some 
undisclosed miracle, be forever put 
upon this stable basis, a leading cause 
of unsound and unprofitable banking 
would disappear. 

But there are other factors tending 
to lessen banking profits and safety. 
The slack demand for commercial loans 
can hardly be attributed to a surplusage 
of banks, nor can the low interest rates 
which make the profitable conduct of 
banking difficult. And even if you re- 
duce the number of banks by 300 or 
400 annually for from five to seven 
years, would you get rid of an element 
contributing to no small extent in mak- 
ing banks unsound—officials utterly un- 
fitted for the profession in which they 
are engaged. These are by no means 
all to be found in the small banks. The 
conspicuous examples have been found 
elsewhere. With the number of banks 
reduced, as proposed, there would still 
remain the problem of ousting the in- 
competent and reckless bankers from 
those institutions still left. All this is 
but a repetition of what many promt 
nent bankers themselves have said, 





A cynic has defined a bank 
statement as “an expression of 
opinion.” What certain assets 
may be worth can be determined 
definitely only by sale or liquida- 
tion. 


Strangely enough, it is the intan- 
gible asset that is least subject to 
depreciation. Age, experience, 
sound management, unquestioned 
integrity — these will survive. 


Character, strength and service 
are the qualities upon which we 
base our banking relationships. 
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namely, that the crying need is for bet- 
ter bankers. 

From what has been said it is not 
to be inferred that disagreement is in- 
tended in regard to Chairman Crowley’s 
proposal. He is probably right in say- 
ing that the soundness and profit in 
banking would be greatly aided by a 
reduction in the number of banks. The 
weeding out of weak and unprofitable 
banks is a process against which no 
valid objection can be urged. But, un- 
til other factors in the problem are 
given due weight, it is idle to hope that 
a mere reduction in the number of 
banking units will prove of great 
efficacy. 3. 


S a source of profit, the small ac- 
count is not to be sneezed at, after 
all. According to a recent banking 
speech, “hundreds of banks are paying 
dividends out of service charges.” If 
this is the case, if it is true that hun- 
dreds of banks fail to earn dividends by 
lending the funds provided by the large 
depositors, and must depend for these 
dividends on the service charge levied 
on the little fellow, small deposit ac- 
counts should be invited rather than dis- 
couraged, seeing that for these “hun- 
dreds of banks” they provide the net in- 
come out of which dividends are paid. 
The speaker making this statement 
referred to a bank with a huge aggre- 
gate of deposits belonging to a limited 
number of depositors, seeming to re- 
gard this as a desirable situation. Per- 
haps it is so from the standpoint of a 
leisurely course of business, but not so 
convincing when regarded from the 
standpoint of wide banking service. 

Once there was an automobile con- 
cern that boasted of the limited num- 
ber of cars it annually produced. It is 
forgotten now. But Henry Ford, with 
maximum production, is still going 
strong. The analogy may be imperfect, 
as most analogies are, but contains 
some truth, 

Possibly, many persons not at pres- 
ent having bank accounts could be per- 
suaded to become depositors by con- 
vincing them of the high value of the 
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service rendered compared with the 
moderate cost. For the real question, 
so far as the depositor is concerned, is 
simply as to whether he is getting value 
equal or greater than the cost of the 
service charge. 

There was once a banker, distin- 
guished in his profession (as president 
of the American Bankers Association) 
who bluntly declared that the cost of 
handling accounts was something to be 
charged against capital rather than 
against the accounts. His view, never 
very popular, would not be tolerated 


now. 
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(CHARACTER loans, in the opinion of 

one banker at least, are improperly 
classified. He thinks they should be 
called income loans, for loans are paid 
out of income, not out of character, the 
latter being something incapable of be- 
ing monetized. Nor did this banker 
favorably regard small loans_ being 
styled “personal.” 

All this gives rise to the question, 
What is the basis of bank loans? They 
are based on collateral, on credit state- 
ments showing quick assets and net 
worth. 

But before looking into these forms 
of security, it may be well to consider 
just what is meant by character as it 
relates to banking credit. In this sense, 
it would seem to signify not only to 
relate to moral standing, but to capacity 
as well. Should this definition be ac- 
cepted, it would appear that a man’s 
character—his integrity plus his ca- 
pacity—would form an excellent basis 
for banking credit. For it is upon ca- 
pacity, the ability to make good, that 
success in business depends. But, look- 
ing at the matter from a purely moral 
point of view, the man of character 
would never seek a bank loan beyond 
his ability to meet. Should he do s0, 
the bank would be deceived, and de- 
ception can hardly be regarded as an 
element of character. 

And your collateral and credit state- 
ments, what is back of them but men? 
Why designate the small loan only as 
personal when all loans depend upon 
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persons, whether the loan is to an in- 
dividual, a partnership or a corpora- 
tion? 

As behind every institution is the 
lengthened shadow of a man, so behind 
every bank loan is there a man or men. 

This is not to say that credit state- 
ments and collateral are unreliable, but 
they are exactly of the value of the 
men back of them. And no more. 

Neglect of this principle has been the 
source of large bank losses—a fact 
which the most conservative bankers 
fully recognize. “He’s as good as gold, 
his word is as good as his bond”— 
what better security for bank credit? 

By depending too much upon col- 
lateral and credit statements, valuable 
as these are, the banker’s judgment of 
men becomes atrophied. He can read 
stock exchange quotations and analyze 
credit statements, but lacks ability to 
judge those upon whom rests the real 
worth of such indexes. 

To exercise this art of judging men 
and to make practical application of it 
in banking is by no means easy. Espe- 
cially is this true when dealing with 
large corporations including many per- 
sons. But even here, there is usually a 
dominating mind, making this task less 
difficult. 

“Know thyself,” said the Greek or- 
acle. “Know the other fellow” is a 
sound motto for bankers. 


{) 


FROM a committee of the Twentieth 

Century Fund comes a report on the 
national debt and government credit. 
Starting out with the statement that the 
debt of the Federal Government is now 
more than 36 billion dollars, and 10 
billion dollars above the peak at the 
end of the World War, the view is ex- 
pressed that “The resources of the coun- 
try are undoubtedly great enough to 
support the present debts.” But this 
does not imply that the report looks 
with complacency on the present debt 
situation. It points out that “a con- 
tinuance of deficit financing, although 
necessary in the depths of a depression, 
would be both dangerous and unneces- 
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sary if carried into a period of recov- 
ery.” The balancing of the budget is 
not only urged, but it is recommended 
that, beginning with 1939, the debt 
should be retired by at least a billion 
dollars a year. It is also proposed that 
approximately the ratio between long- 
term and short-term securities existing 
prior to the depression be restored. 

Expressing the opinion that the 
credit of the Federal Government is 
sound, it is stated that “the trend of 
the debt may be more important than 
its magnitude at any particular mo- 
ment.” “The present method of financ- 
ing the deficit,” the report says, “is, at 
least potentially, inflationary in char- 
acter.” It is observed that “a drastic 
inflation is one of the worst calamaties 
that can befall a country.” 

“At present,” the report states, “the 
United States Government is financing 
its deficit, as did France in the post- 
war period, by heavy dependence upon 
the banking system—a process which at 
least lays the basis for credit inflation.” 

The summarized report concludes 
with this impressive warning: 


Fears that the United States Government 
credit is insecure at the present time are 
unfounded. However, the knowledge of the 
present security of credit would not of it- 
self ensure a continuance of the business 
revival, with its beneficial effects on future 
credit. There can be no assurance of future 
credit if continuing Federal deficits appear 
likely through raids on the Treasury by 
pressure groups or otherwise, and if the 
Government does not exhibit a determina- 
tion to balance the budget as rapidly as 
possible. A balanced national budget is 
the only effective guarantee of sound credit 
in the long run. 


The determination to balance the 
budget as rapidly as possible, which is 
regarded as necessary if trouble is to 
be avoided, seems lacking thus far. At 
least no evidence of such determina- 
tion is discoverable in the figures for 
the first month of the new fiscal year 
which began on July 1. That month’s 
deficit was $250,000,000. This in the 
face of a recovery in business which 
has been going on for five or six years. 
If the debt is not reduced under such 
favorable circumstances, what will hap- 
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pen should another depression ensue re- 
sulting in a sharp curtailment of reve- 
nue. 

Congress and the Administration seem 
so much occupied with reforming so- 
ciety and producing the abundant life 
by means of legislation, that scant time 
is left to consider what is, after all, a 
matter of equal concern—to bring ex- 
penditures within proper relation to re- 
ceipts. Unless vigorous action is 


promptly taken in this direction, the 
perils of inflation will become immi- 
nent, and the public credit impaired. 
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RADING our gold for China’s silver 

is one of the most recent devices of 
our Treasury Department for easing the 
monetary situation in a foreign coun- 
try, while an arrangement for making a 
gold loan to Brazil has been under con- 
sideration. 

Having deranged the Chinese mone- 
tary system by our silver-buying policy, 
it is only fair that we should attempt 
to repair that injury. 

Since the gold is of no use here, get- 
ting rid of it would seem to be a sen- 
sible course. But the catch in the plan 
is that in return we receive something 
no more needed than the gold. And 
while the gold to a considerable extent 
has been sterilized and kept out of cir- 
culation and bank reserves, it seems that 
certificates are to be issued against the 
purchased silver, and these will go into 
circulation and will utimately reach 
the banks. Thus while the gold is 
sterilized to prevent the swelling of 
bank reserves and the threat of infla- 
tion, no such malign influence is as- 
cribed to silver. This difference can 
be explained only by the partiality 
shown to the white metal in some of our 
recent monetary legislation and policies. 

The gold procured by China in ex- 
change for silver is not, according to 


report, to be sent to that country, but 
is to remain here to provide dollar ex- 
change as needed to help in stabilizing 
the Chinese currency. 

Should reasonably quiet political 
conditions ever again prevail through- 
out the leading countries of the world, 
a redistribution of the world’s gold 
stock would inevitably follow in the 
course of time. This would draw not 
only on the stock of the United States 
but of some other countries where gold 
holdings are in excess of ordinary re- 
quirements. The coming of this tran- 
quil epoch appears to be remote. 


© 


BEGINNING in the current issue of 
THE BANKERS MAGAZINE are pub- 
lished some extracts from “David 
Harum,” a novel by Edward Noyes 
Westcott which was published more than 
a generation ago, and long remained 
a favorite with the reading public. The 
author of the book was himself a 
banker, and while the central figure in 
the story is a banker, there is not much 
in it about banking as practiced today. 
It is a character sketch, and a fine one. 
Interest in the book is revived by the 
fact that quite recently it was charac- 
terized as “the best book on practical 
banking.” If this characterization is 
accurate, many bankers, especially 
among the younger of the profession, 
will be eager to read the book. Should 
they not exactly find it a treatise on 
practical banking, they will find it an 
exceedingly interesting portrait of an 
American character whose mythical 
career will afford amusement and sound 
instruction. Incidentally, the story in- 
cludes an interesting love romance. 
One saying often ascribed to David 
Harum was that “Banking consists in 
loanin’ the money and gittin’ it back 
agin.” But this statement is not to be 
found in the book itself. 
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VER the past several years the 
commercial banks generally have 
been indulging in a considerable 
amount of wish-thinking about the 
prospects for increasing bank earnings. 
In the face of a rising volume of busi- 
ness and trade and a rising level of 
commodity prices, the commercial banks 
have experienced a declining tendency 
in their lending rates and a declining 
rate of return on their investment port- 
folio. 

It has been the general experience 
in the past, in periods of business re- 
covery following cyclical depressions, 
that commercial banks generally would 
participate in the increasing profit- 
ability of industry and trade. Interest 
rates, although lagging somewhat, have 
in the past generally moved up with 
cyclical business recovery. Increasing 
industrial activity carried with it, as a 
natural consequence, increasing interest 
charges for commercial loans, as well 
as increases in the volume of commer- 
cial loans. The rise in money rates 
also meant that commercial banks found 
more profitable returns on their addi- 
tional investments. In addition the in- 
creasing volume of business meant in- 
creasing corporate issues, the financing 
of which involved an increase in the 
collateral loan account of the commer- 
cial banks. 


Lack of Rise in Bank Earnings 


While over the past year the com- 
mercial banks have experienced an ap- 
preciable increase in their commercial 
loan account, the increased volume of 
business has meant no perceptible in- 
crease in the level of commercial bank 
earnings. The increase in commercial 
loans, in the aggregate, has been ac- 
companied by no appreciable change 
in the collateral loan account, and has 
coincided with a decline in the com- 
mercial banks’ investment portfolio. 


Profitless Prosperity for Commercial Banks 


By Dr. A. Putte Woo.rson 
Economist; Member of the New York Bar 








The question that commercial banks 
are facing today is what degree they 
are to share in the continued improve- 
ment in industry and trade. Will the 
banks find over the next several years 
that while the continued improvement 
in business activity will improve the 
profitability of industry generally, yet 
so far as they are concerned, the pros- 
perity will be “profitless” to them? 
The rising cost of living and the in- 
creasing pressure to raise the salaries 
of bank personnel, the increasing tax 
burden, and the increase in other op- 
erating charges that may be reasonably 
anticipated with increasing — business 
volume, are all factors which are caus- 
ing increasing uncertainty in the minds 
of bank officers and investors in bank 
stocks as to the future profits prospect 
for commercial banks under a managed 
currency system. 


Effects of the Easy Money Policy 


Probably the principal factor affect- 
ing the rate of return to commercial 
banks on their loans and investments 
has been the “easy money” policy pur- 
sued by our monetary management au- 
thorities. Over the past several years 
the principal factors affecting the de- 
termination of policy by our monetary 
management authorities have been those 
concerned with the financing of a 
sharply rising public debt, and with 
the development of adequate controls 
over the increasing monetary gold 
stocks. The credit control policies 
pursued by our monetary management 
authorities in the light of these factors 
have been pursued with the primary ob- 
jectives of forestalling credit inflation 
and maintaining a relatively low level 
of long-term money rates. 

How effectively the money rate level 
has been engineered can be appreciated 
by a comparison of the level of money 
rates in recent years, with the rates pre- 
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TABLE A 


THE DECLINE IN LONG-TERM MONEY RATES 


Average yield 
on U.S. 
Treasury 
bonds 
(8 years 
or over) 
Per cent. 
4.36 
4.06 
3.86 


Average 
yield on 30 
corporate bonds 
(Moody’s A.A.A.) 


Per cent. 


5.00 
4.88 
4.73 
4.57 
4.55 
4.73 
4.55 
4.58 
5.01 
4.49 
4.00 
3.60 
3.24 
(Jan.-Apr.).. 3.26 


vailing in the 1922-1928 period, when 
the primary expressed purpose of the 
Federal Reserve authorities was not the 
maintenance of a definite level of money 


rates, but the provision of adequate 
credit to finance normal business re- 


quirements.* It can be appreciated 
that if money rates would return to the 
levels prevailing in the pre-1929 period, 
that commercial banks might find their 
increased loan returns offset by the de- 
preciation in their investment port- 
folios. 


The expressions of policy by our 
monetary management authorities have 
been frequent in the past several 
months. Thus on March 15, 1937, 
Marriner S. Eccles, chairman of the 


*Thus compare the expressions of George 
L.. Harrison, Governor of the Federal Re- 
serve Bank of New York, at the April, 
1932, hearings on a bill providing for stabil- 
ization of the commodity price level. Gov- 
ernor Harrison then said: “The Reserve 
System has its responsibility to use its in- 
fluence on the total volume of credit, and 
if it is going up too rapidly and at a rate 
quite disproportionate to normal growth of 
4 per cent. a year, we have to use our in- 
fluence to check it, no matter whether that 
credit is used for the purchase of com- 
modities, or securities, or real estate or 
what not.” 


Board of Governors of the Federal Re- 
serve System, said: 


With reference to the volume of money, 
after the full increase in reserve require- 
ments goes into effect on May 1, there 
will be more bank deposits and currency 
in circulation by fully two billion dollars 
than at the peak of 1928 and 1929. There 
will also be excess reserves upon which bil- 
lions of further credit can be extended 
by the banks without the need for borrow- 
ing from the Federal Reserve banks. In 
other words, the supply of money to finance 
increased production at low rates is ample. 
Furthermore, with the ample reserves of 
the Federal Reserve banks additional sup- 
plies of money can be made available when 
needed to finance expanded production at 
reasonable rates by the purchase of gov- 
ernment securities in the open market. 

... What then is the function of the 
monetary authorities of the Government? 
It is to help bring about and maintain the 
essential element of an adequate supply of 


TABLE B 


DECLINE IN SHORT-TERM MONEY RATES 
Lending 
rate— 
com- 
mercial 
banks 
NL ¥C.* 
Per cent. 


Commer- 
cial 
paper 
rate 4-6 
months 
Per cent. 


4.98 
3.91 
4.03 
4.24 
4.01 
4.84 
5.78 
3.56 
2.64 
2.84 
1.87 
1.14 
0.91 
0.76 
0.85 


Time 
money 
rate 
(90 days) 
Per cent, 
5.09 
3.58 
4.18 
4.56 
4.27 
5.84 
7.72 
3.19 
2.05 
1.83 


1923 
1924 
1925 
1926 
1927 
1928 
1929 
1930 
1931 
1932 
1933 
1934 
1935 
1936 As 
1937 (Jan.-Apr.) 2.50 


*Source: Federal Reserve Board Reports. 
Figures relate to rates charged by report- 
ing banks to their own customers as dis- 
tinguished from open market rates. The 
averages are based on rates reported for 
three types of customers’ loans—commercial 
loans, and demand and time loans on se- 
curities. The method of computing the av- 
erages takes into account (a) the relative 
importance of each of these three types of 
loans and (b) the relative importance of 
each reporting bank, as measured by total 
loans. 
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funds at reasonable rates to call forth and 
facilitate production and distribution. 

... The Federal Reserve System has 
exerted the greatest possible influence to 
bring about and maintain easy money con- 
ditions as a necessary integral part of the 
recovery movement. An ample supply of 
funds at reasonable rates exists and will 
exist after the increased reserve require- 
ments take full effect on May 1. So far 
as I am concerned, I am convinced that 
such a supply of funds should continue 
to be made available at rates that will 
encourage full recovery and help to main- 
tain it. 


The importance to the Treasury of 
continued success of the Federal Re- 
serve System’s easy money policy can 
be readily understood. The total in- 
terest on the public debt paid in the 
fiscal year ending June 30, 1937, 
amounts to about 840 million dollars, 
or about 15 per cent. of the total esti- 
mated revenue receipts for the 1937 
fiscal year. If the interest rate paid 
on the outstanding public debt were 
equal to the average paid in the 1923-28 
period, the total interest paid on the 
presently outstanding debt would aggre- 
gate somewhere near 1400 million dol- 
lars. It can be appreciated therefore 
that any sharp upward change in the 
average interest rate that the Treasury 
must pay on the outstanding debt be- 
comes a matter of vital concern, for it 
necessarily involves an additional sub- 
stantial tax burden to meet such in- 
creased interest charges. 

The current level of long-term money 
rates is indicative of the success of the 
Federal Reserve authorities in main- 
taining an easy money policy. Reserve 
requirements have been increased in or- 
der to remove from the credit base a 
large volume of unnecessary reserves 
arising entirely from the inflow of gold 
from abroad and constituting the basis 
of a possible injurious credit expan- 
sion. At the same time, however, the 
Federal Reserve banks have found it 
necessary through open-market opera- 
tions to maintain member bank excess 
reserves at between the 800 and 900 
million dollar level, to prevent an un- 
desirable rise in long-term Government 
security yields. 

The marked measure of success of 
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our monetary management authorities 
in the execution of their easy money 
policies has affected adversely the earn- 
ings outlook for the commercial banks. 
The problems that the commercial 
banking system has had to face under 
the present era of monetary manage- 


‘‘That commercial banks gen- 
erally are giving thought to the 
problems created by the slow im- 
provement in their earnings posi- 
tion is suggested both by the 
serious consideration which im- 
portant commercial banks are 
giving to the problem of increas- 
ing remuneration for their per- 
sonnel, and by the increasing dis- 
cussion which commercial banks 
engaged in trust business are giv- 
ing to the necessity for increas- 
ing trust charges if such business 
is to be carried on at a profit to 
the banks. The fact is that it is 
a matter of some concern to banks 
generally to have to meet the up- 
ward salary adjustments for their 
personnel necessitated by a rising 
cost of living and the necessity 
to retain an adequate skilled per- 
sonnel for the increasing volume 
of business.’’ 


ment may be classified under four 
heads: 

(1) The necessity on the part of the 
banks to invest heavily in Government 
securities. 

(2) The uncertainty created in the 
minds of business men by the economic 
philosophy of the Administration, or 
its spokesmen. 

(3) The uncertainty in investment 
circles created by the continued large 
Federal budgetary deficits. 

(4) The pressure on’ short money 
rates of the large volume of deposits 
outstanding in the banks. 


The Growing Federal Deficit 


For the past five fiscal years the 
Federal budgetary deficit has aggre- 
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gated over eighteen billion dollars. The 
inevitability of budgetary deficits dur- 
ing the period of extraordinary business 
depression that this country has gone 
through cannot of course be disputed. 
How necessary it was for the purpose 
of stimulating business recovery that 
the commercial banks should codperate 
in financing these extraordinary deficits 
can be readily appreciated. The sharp 
shrinkage of bank deposits incident to 


‘“‘The one fact that should be 
kept in mind is that the mone- 
tary management authorities are 
thoroughly wide-awake to the 
problems created by the existence 
of the extraordinary volume of 
deposits outstanding in the com- 
mercial banks, and that they will 
continue in their efforts to pre- 
vent the development of condi- 
tions which would destroy the 
beneficent effects on their easy 
money policy.’’ 


the post-1929 deflation meant that, if 
no remedial measures were undertaken, 
the volume of outstanding bank deposits 
would be markedly under the required 
volume to finance a sharply higher vol- 
ume of business. Moreover, in the then 
prevalent condition of lack of confi- 
dence on the part of investors and busi- 
ness men alike, the turnover of the ex- 
isting volume of deposits was reduced 
to considerably under normal levels. 
The correction of a severely deflated 
credit situation meant that energetic 
measures were required if a prompt 
and adequate business recovery was to 
be stimulated. 

The sale of Government securities by 
the Treasury to the commercial banks 
had the effect of increasing the volume 
of bank deposits outstanding, so that 
at present the total commercial bank 
deposits stand at a level above that ex- 
isting in 1929. The open-market op- 
erations of the Federal Reserve System, 
together with the heavy gold import 


movement, placed the commercial banks 
in a position where they found it con- 
venient to increase their investments in 
Government securities. To the extent 
that the commercial banking system in- 
creased its purchases of Government se- 
curities by giving the Treasury a deposit 
credit on its books, the commercial 
banks aided in reflating the deposit 
structure, and at the same time provided 
the Government with funds to finance 
its extraordinary budgetary require- 
ments. 

The fact that the banks codéperated 
with the Treasury in the financing of 
the sharp increase in Government secu- 
rity issues at a period when investment 
confidence was decidedly low, may tend 
to obscure somewhat the problems 
created for the banks themselves by 
such financing operations. For the re- 
sult of the large increase in deposits 
incident to Government borrowing has 
been to increase the pressure of funds 
that are available for new investment. 
Once the Government disburses the de- 
posits created by the banks to the credit 
of the Government, the deposits become 
the property of the public. And in so 
far as the public chooses to employ 
these deposits, not for the purpose of 
financing business transactions, but for 
the purpose of investment, whether for 
old securities or new securities, there 
will be a continued downward pressure 
on the rate of investment return. It is 
of course impossible to say how much 
of the increase in commercial bank de- 
posits, incident to Government security 
financing over the past several years, 
is now being employed by depositors 
in the transaction of normal industry 
and commerce. That an appreciable 
proportion of such deposits is either 
employed in or is available for, in- 
vestment operations would seem to be 
at present distinctly probable. When 
it is further considered that in a normal 
business year corporate savings may re- 
sult in a volume of deposits of between 
one and one and a half billion dollars, 
that for a period of time will not be 
used in business operations, the down- 
ward pressure on the money rate struc- 
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SOLD .. . in one morning 
.. « by telephone 


From Bridgeport, Conn., executives of the General 
Electric Company addressed distributors’ meetings 
at 72 distant points. Using 7 telephone conference 
hook-ups, they talked with as many as 12 different 
groups at once. At the end of three hours, orders had 
been booked for 15,000 washing machines, valued at 
retail for more than $1,000,000. 

How else than by using Bell System service could 
such results be obtained so quickly, so economically? 
Have you tried conference telephone service? 


BELL TELEPHONE SYSTEM 


ture of the increased deposit volume 
can be appreciated. 


Want of Confidence in Government 
Policies 


An important influence on the money 
rate structure has been the uncertainty 
in the minds of an important body of 
business men, resulting from their 
doubts as to the economic philosophy 
of the Administration on some of its 
spokesmen. This uncertainty has had 
its effect in reducing the turnover of 
deposits to levels substantially lower 


than those normally associated with a 
period of striking business recovery. It 
has meant that those corporations hav- 
ing corporate surpluses on deposit in 
the banks have in important instances 
kept them idle rather than increase their 
commitments in increased plant, equip- 
ment or inventory. How large may be 
the volume of deposits now outstanding 
in the commercial banks to the credit 
of corporations who have no corre- 
sponding loan obligation to the banks, 
it is impossible to say. To the extent 
that such deposits exist in volume, the 
effect on the money rate structure is es- 
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pecially to keep short money rates 
markedly lower than the levels usually 
associated with a business recovery 
period. 

The pressure on the level of short 
money rates created by an abnormal 
volume of “owned deposits,” that is, 
deposits not burdened with a loan ob- 
ligation, can be best understood if we 
consider the commercial banking system 
as an entity. When the commercial 


The problems that the com- 
mercial banking system has had 
to face under the present era of 
monetary management may be 
classified under four heads: 


1. The necessity on the part 
of the banks to invest heavily in 
Government securities. 


2. The uncertainty created in 
the minds of business men by the 
economic philosophy of the Ad- 
ministration, or its spokesmen. 

3. The uncertainty in invest- 
ment circles created by the con- 
tinued large Federal budgetary 
deficits. 


4. The pressure on_ short 
money rates of the large volume 
of deposits outstanding in the 
banks. 


banking system creates deposit credit 
for the purpose of purchasing Govern- 
ment securities, the commercial bank- 
ing system will find it possible to pur- 
chase either long-term or short-term 
Government securities. When, however, 
deposits have accumulated to the credit 
of corporations who prefer to keep such 
funds idle in the banks, then the com- 
mercial banking system is in the posi- 
tion where, if it increases its investment 
account, it is acting merely as an inter- 
mediary, charged with the obligation of 
lending out only on short term those 
funds which it is liable to be called upon 
to pay out on short notice. The larger 
the volume of so-called “idle” or in- 
active “owned” demand deposits, the 
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greater will be the pressure for short- 
term investment by the commercial 
banking system. 


Another influence working to depress 
short money rates, and that is prevent- 
ing the rise in short-money rates that 
usually appears at this stage of business 
recovery, is the uncertainty created in 
investment circles by the continued 
large budgetary deficits. 


Whether it is because of fear of in- 
flationary developments if large budget 
deficits continue, or whether because 
of uncertainty as to the successful 
maintenance of the current level of 
long-term money rates by our monetary 
management authorities if the Admin- 
istration continues to find itself unable 
to balance the budget, the fact remains 
that an important body of investment 
opinion prefers to keep a sizable pro- 
portion of capital funds invested at 
short term, or to remain uninvested in 
the form of deposits in the banks. 

The pressure on the level of both 
short money rates and long-term money 
rates of the transfer of capital from 
foreign centers to our money market 
has also been very marked. In so far 
as foreigners increase their investments 
in our high-grade long-term investment 
securities, the effect is to bring down 
the level of long-term money rates. In 
so far as foreigners prefer to keep their 
funds invested in short term, or to keep 
them idle as demand deposits in our 
commercial banks, the effect is to keep 
the short-term money rate structure at 
an abnormally low level. 

Thus it can be seen that the pros- 
pects of improving earnings for com- 
mercial banks, that should have been 
quite marked at this stage of business 
recovery, have been affected by the 
forces working for the maintenance of 
current low levels of short-term and 
long-term money rates. The above 
analysis has attempted to indicate that 
the influence of these forces is more 
readily appreciated when the commer- 
cial banking system is viewed as an 
entity, and when the astonishing rise 
in deposits over the past several years 





iv AMERICA'S INDUSTRIAL CENTER [ 
EN corporstions and in- —~— : 


\ dividuals move from your 


city to the Newark territory, 
give them a letter of introduc- 
tion to New Jersey’s largest bank. 


FIDELITY UNION 
TRUS] CO) PANY 


NEWA ORANGE 


MEMBER...FEDERAL REGERVE svefae e- 
FEDERAL DEPOSIT INSURANCE CORPORATION 


is considered as arising primarily from 
three classes of transactions.* 


(1) Deposits that represent increases 
in commercial bank purchases of Gov- 
ernment securities. + 

(2) Deposits that represent savings 
on capital accumulation resulting from 
business transactions. 

(3) Deposits that represent the trans- 
fer of foreign capital to our markets, 


*The marked rise in recent years in 
bankers’ balances outstanding in banks in 
the principal financial center as compared 
with the levels of the 1923-28 period, does 
not represent any increase in the volume 
of deposits representing either credit crea- 
tion or capital accumulation or capital 
imports—what it does represent in so far 
as the volume of bankers’ balances is in 
excess of normal requirements is the in- 
ability of commercial banks to find re- 
munerative employment for the funds in 
the centers in which those deposits origi- 
nate. Obviously to the extent that such 
funds can be considered as competing for 
investment returns in the principal finan- 
cial centers, the result is to exert a marked 
downward pressure on the short-money rate 
level. 


tAnother method of approach to this 
phase of the deposit question would be to 
consider that where the increase in public 
debt resulting from budgetary deficits is 
absorbed through the creation of deposit 
credit by the commercial banking system, 
the effect is to anticipate future national 
savings by the amount of the deposit credit 
created to absorb the increase in public debt. 


representing either net domestic sav- 
ings on foreign account, or the prefer- 
ence of foreigners for investment or 
safekeeping in the American money and 
capital markets. 


Various Measures Employed to 
Increase Earnings 


The result, then, of the easy money 
policy of our monetary management 
authorities has been that the downward 
pressure on the level of both long and 
short money rates, resulting from the 
large volume of “owned” deposits out- 
standing in the commercial banking 
system, has been carried to a point 
where commercial banks have found it 
advisable to resort to various devices to 
increase the level of bank earnings. 

Thus, for example, more and more 
commercial banks have found that the 
development of “personal loan” depart- 
ments has brought some improvement 
in the bank’s earning position, because 
in part of the higher rate of return 
available on such business, and because 
of the non-availability of other satis- 
factory business outlets. Other banks 
have found the development of so-called 
“CheckMaster” systems, or what is 
tantamount to a system of service 
charges for small deposit accounts, to 
be a source for some improvement in 
bank earnings. The increase in the 
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volume of installment business has in- 
duced some banks to go after this field 
of finance more actively, and has led 
to an improvement in the banks’ earn- 
ings position. 

On the whole, however, from the 
point of view of the commercial bank- 
ing system in the aggregate, no satis- 
factory program has been developed 
whereby commercial banks generally 
will find it possible to improve their 
earnings position to the level which im- 


‘*How large may be the volume 
of deposits now outstanding in 
the commercial banks to the 
credit of corporations who have 
no corresponding loan obligation 
to the banks, it is impossible to 
say. To the extent that such de- 
posits exist in volume, the effect 
on the money rate structure is 
especially to keep short money 
rates markedly lower than the 
levels usually associated with a 
business recovery period.’’ 


proving business conditions should 
more or less automatically induce. 
That commercial banks generally are 
giving thought to the problems created 
by the slow improvement in their earn- 
ings position is suggested both by the 
serious consideration which important 
commercial banks are giving to the 
problem of increasing remuneration for 
their personnel, and by the increasing 
discussion which commercial banks en- 
gaged in trust business are giving to the 
necessity for increasing trust charges 
if such business is to be carried on at 
a profit to the banks. The fact is that 
it is a matter of some concern to banks 
generally to have to meet the upward 
salary adjustments for their personnel 
necessitated by a rising cost of living 
and the necessity to retain an adequate 
skilled personnel for the increasing vol- 
ume of business. The effect of the de- 
clining level of investment returns on 
the fees received by commercial banks 
on their trust business is thoroughly ap- 
preciated by everyone in the business. 
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What measures, if any, will it be pos- 
sible for commercial banks to take to 
improve their earnings position, or 
should they continue in the hope that 
a continued rise in the level of business 
activity will ultimately bring with it a 
markedly higher level of money rates, 
and an appreciable increase in the de- 
mand for commercal and collateral 
loans? 

There would seem to be two definite 
programs that the commercial banking 
system might adopt which would have 
the effect of improving their earnings 
position over the considerable period 
that may elapse before the long antici- 
pated change in‘ money market condi- 
tions develops. The first program 
would involve an increase in the com- 
mercial banks’ lending rate; the second 
program would involve an increase in 
the proportion of the investment port- 
folio that takes the form of long-term 
investments. 

Particularly in the larger financial 
centers have the commercial banks 
found that their lending rates have been 
forced lower and lower due primarily 
to the volume of excess funds pressing 
for investment. Only when the call 
money and time money rates declined 
to absurdly low levels did the commer- 
cial banks in the leading centers co- 
operate in the attempt to attain a meas- 
ure of return from the funds loaned to 
finance speculation in the securities 
markets. Obviously the existing excess 
of available funds did not necessitate 
any rise in those specific short money 
rates. 

For some reason or other the belief 
has been rather generally held that, in 
the development of their easy money 
policy, the monetary management au- 
thorities favored very low rates on bank 
loans, particularly to industry and com- 
merce, as an aid in stimulating recovery 
and reémployment. It would seem to 
be the case, however, that in pursuing 
the objective of maintaining “easy 
money” in a period of striking business 
recovery, that our monetary manage- 
ment authorities had as the prime ob- 
jective the maintenance of relatively 
low long-term money rates, while at the 





INDEPENDENCE must still be... 


‘‘A man who does not bother to 
educate himself, who wants only 
easy money regardless of the con- 
sequences to others, who declines 
to work if he can be supported by 
somebody else, who thinks he has 
a right to all he wants, who thinks 
only of claims and not duties .. . 
is not likely to succeed.’’ 


James Truslow Adams, in 


New York Times Magazine, 
February 21, 1937. 
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Success is founded on 
saving. Don’t let any one 
delude you into thinking 
otherwise. You can’t do 
anything with the money 
you have spent. Money 


you save is power you 
build to help you achieve 
whatever you want. 


WILLIAMSBURGH SAVINGS BANK 


Established 1851 


1 Hanson Place at Flatbush Avenue, 
and Broadway at Driggs Avenue 


same time permitting a rise in short 
money rates to levels which would be 
more profitable to the banks generally, 
and which would be less conducive to 
stimulation of speculation by commer- 
cial bank borrowers. 


Under a managed currency system 
there would seem to be no necessary 
direct and immediate correlation in the 
movements of long-term and commer- 
cial bank lending rates, any more so 
than existed under the operation of the 
old gold standard. Thus the fact that 
in the 1922-28 period long-term money 
rates were on the whole in a declining 
trend did not prevent commercial bank 
lending rates from moving upward in 
the recovery phases of the business 
movement. However, the current ex- 
cess volume of funds pressing for in- 
vestment, in conjunction with the ex- 
pressed determination of the authorities 
responsible for credit regulation that an 
easy money policy will be maintained, 
have served to prevent a marked rise in 
long-term money rates, and to depress 
unduly the level of all short money 


BROOKLYN 
NEW YORK 


rates in this business recovery period. 
Particularly has the result been to dis- 
courage a rise in commercial bank 
lending rates, specifically in the prin- 
cipal financial centers where the best 
established business firms have found it 
possible to borrow at extraordinarily 
favorable terms. 


It is of course impossible to state at 
what level the commercial banks’ lend- 
ing rates should be to put bank lending 
on as profitable a basis as it was in the 
1922-28 basis. The abolition of inter- 
est that was formerly paid on demand 
deposits is a factor which would of 
itself suggest that bank lending rate 
lower by from 1 to 1% per cent. than 
that prevailing in the 1922-28 period 
would be a profitable rate for the com- 
mercial banking system. Certainly such 
a level of commercial bank lending 
rates, if maintained by the banks, would 
have no adverse effect on the volume 
of business, or on the level of com- 
modity prices, nor would it reduce the 
amount that would be borrowed from 
the commercial banks. 
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The obvious statement that may be 
made is that the various divisions of 
the money market do not operate in 
watertight compartments. Thus the ac- 
ceptance rate, the commercial paper 
rate, the time money rate, and the com- 
mercial bank lending rates in the lead- 
ing financial centers necessarily react 
upon one another, since the various 
rates represent the equilibrium of the 
supply and demand for short-term 


‘The rising cost of living and 
the increasing pressure to raise 
the salaries of bank personnel, 
the increasing tax burden, and 
the increase in other operating 
charges that may be reasonably 
anticipated with increasing busi- 
ness volume, are all factors which 
are causing increased uncertainty 
in the minds of bank officers and 
investors in bank stocks as to the 
future profits prospect for com- 
mercial banks under a managed 
currency system.’’ 


funds. Such of course was the condi- 
tion of affairs in the money markets in 
the pre-1929 period, and has continued 
to be the accepted condition up to the 
present writing. That there need be 
no necessary direct correlation in the 
movement of the commercial bank lend- 
ing rate with the movements of other 
short-money rates is a thesis that should 
be as generally understood, as the fact 
that short-money rates generally need 
not move at all times in the same di- 
rection as long-money rates. 

It is probably true to say that never 
in a business recovery period has any 
country ever experienced such a »lethora 
of funds pressing in the market for 
short-term investment, as is now the ex- 
perience of this country. It would seem 
to be equally true to say that the period 
when a reduction in the volume of funds 
pressing for short-term investment, of 
such proportions as would in itself oc- 
casion a marked rise in the level of 
short-money rates generally, is not in 
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immediate prospect. The commercial 
banks, particularly in the leading f- 
nancial centers, have to face the fact 
that, if they continue to permit their 
lending rates to be influenced in major 
degree by the abnormal low level of 
open-market short-money rates, their 
return to profitable commercial bank 
operations will be an indefinite distance 
away. 


It is, presumably, an objective of our 


_monetary management authorities that 


an easy money policy should lead not 
only to the attainment and maintenance 
of a level of long-term money rates 
from 144 to 1% per cent. below that 
prevailing in the 1922-28 period, but 
that for the country as a whole the 
commercial bank lending rate should 
be at a level from 144 to 1% per cent. 
below that prevailing in the 1922-28 
period. Such an objective does not re- 
quire, however, that commercial bank 
lending rates, under the pressure of 
extraordinary money market conditions, 
should decline to levels of only limited 
profitability and at the same time en- 


courage over-extension of speculative 
commitments. 


Not only would the commercial bank- 
ing system contribute to improve the 
profitability of commercial banking if 
the leading commercial banks would 
coéperate in increasing their lending 
rates in those instances where they have 
become unduly depressed, but a revision 
in investment policy would also seem 
to be a factor making for improved 
earnings, in the light of presently ex- 
isting investment conditions and success- 
ful monetary management. 

Probably the outstanding characteris- 
tic of the position of the commercial 
banking system today is the exception- 
ally high ratio of investments in Gov- 
ernment securities to total earning as- 
sets. It would seem that any increase 
in the average rate of return on the 
Government security portfolio would 
reflect itself in an improvement in the 
commercial banking system’s earning 
position. Over the past several years 
the commercial banks that have shown 
significant improvement in earnings 





BEFORE YOU REFUSE 
A COMMERCIAL LOAN — 


— consider the 


three-fold protection 


of LAWRENCE SYSTEM field warehousing 


Here is a reliable method for guar- 
anteeing safety of working capital 
loans. Through LAWRENCE SYSTEM 
of impounding marketable inven- 
tories, banks have ample legal secur- 
ity, plus the additional safeguard of 
a service that is heavily insured and 
thoroughly experienced. 


LAWRENCE SYSTEM operations 
comply with all legal principles and 
more. A million-dollar insurance 
policy is carried for the benefit of 
banks holding the warehouse re- 
ceipts. This insurance would be ef- 
fective if the validity of the receipts 
were ever attacked or in event of fail- 
ure to establish and maintain bail- 


ment, or if this company neglected 
in any other way to live up to its 
legal liability as warehousemen. This 
million-dollar insurance (in addition 
to bonds covering all operating em- 
ployees) is continuously in force. 
However, in the 21 years of Law- 
RENCE SYSTEM operation, no bank 
has ever had need for this protection. 


For complete information on the 
adaptability of LAwRENCE SySTEM 
field warehousing to any credit you 
may have in mind, call or write De- 
partment BB-2 of the nearest office. 
Free copies of the booklet, ‘““Ware- 
house Receipts as Collateral” are 
available on request. 
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have been those whose investment port- 
folio carried a large proportion of long- 
term Government securities. As a gen- 
eral rule, however, the majority of those 
commercial banks which hold about 75 
per cent. of the outstanding deposits 
have preferred to keep anywhere from 
60 to 75 per cent. of their investments 
in Government securities in the form 
of short-term issues, that is, issues of 
five years or less maturity. It has been 
particularly in the case of short-term 
issues that the cumulative pressure of 
excess funds has been directed, with the 
result that the average rate of return on 
short-dated securities cannot be ex- 
pected to carry with it any favorable 
effect on the level of bank earnings. 

Whether it has been because of fears 
of inflationary developments in the 
commodities and securities markets, or 
because of budget uncertainties, or be- 
cause of lack of faith in the economic 
programs of the Administration, or be- 
cause the feeling has been that the Fed- 
eral Reserve could not be permanently 
successful in maintaining an “easy 
money” policy, the result has been that 
the commercial banks generally have 
not been enthusiastic about increasing 
the proportion of their investment port- 
folio that takes the form of long-term 
Government securities. 

The most difficult problem that the 
commercial banker has to face today is 
the determination of the proportion of 
long-term Government securities that he 
can safely and profitably carry in his 
investment portfolio. The fear of a 
sharp recession in long-term Govern- 
ment security prices is an ever-present 
one. The sharp cleavage in opinion of 
monetary experts as to the outlook for 
long-term money rates does not add to 
the confidence of the commercial banker 
in formulating his investment program. 

Fundamentally, however, the decision 
whether commercial bankers should in- 
crease their commitments in long-term 
securities will be determined -by their 
confidence in continued business im- 
provement in this country and their be- 
lief that the monetary management au- 
thorities will continue to be successful 
in effectively regulating credit condi- 
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tions and in maintaining “easy money” 
conditions. 

Forecasting the economic  conse- 
quences of the Administration’s policies 
is necessarily a hazardous bit of busi- 
ness. When, however, due considera- 
tion is given to the fact that the eco- 
nomic experts of the Treasury, of the 
Federal Reserve System, and of: other 
Government agencies, are giving con- 
tinuous study to the wide range of 
monetary and fiscal problems that have 
to be answered successfully if sound 
business and financial conditions are to 
be maintained, it would seem that the 
burden of proof must continue to be 
with those who have been most emphatic 
in their insistence that economic and 
financial instability will persist and 
render hazardous the increasing invest- 
ment by banks in long-term Govern- 
ment securities. Certainly the contin- 
ued success of monetary management in 
this country, together with the Admin- 
istration’s declared opposition to the 
development of unhealthy speculative 
conditions in commodities or securities, 
would seem to lend encouragement to 
those bankers who choose to increase 
the proportion of their investment port- 
folio that is represented by long-term 
Government securities. 

Aside from the possibility of improv- 
ing the earnings position of the com- 
mercial banking system by increasing 
the bank lending rate where it has been 
allowed to fall unduly, and by increas- 
ing the proportion of long-term securi- 
ties held as against the present unneces- 
sary overbearing preference for short- 
term investments, is the effect on bank 
earnings of increasing loans incident to 
improving business and financial de- 
mands. 

There would seem to be two methods 
of approach to this question: 

1. An increase in the volume of 
outstanding deposits due to increasing 
commercial bank loans, and the use of 
some part of the existing excess re- 
serves. 

2. An increase in loans resulting 
not in increasing deposits, but a switch 
out of investments held by commercial 
banks, and abstaining from using excess 
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reserves at the Federal Reserve as a 
base for credit expansion. 

In the former case, if we should as- 
sume that business and finance would 
over the next several years increase 
their borrowings from the commercial 
banks by five billion dollars, then the 
total deposit credit outstanding, which 
is now markedly above the 1929 level, 
would increase by a further five billion 
dollars, an increase that could be ac- 
complished on the basis of the existing 
excess reserve position. If such a de- 
velopment should occur, without result- 
ing in an undue rise in commodity 
prices, or overextended positions in the 
business and financial situation, the 
favorable effect on the level of com- 
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mercial bank earnings would be ap- 
preciable. 


If, however, the commercial banking 
system should prefer to make no use of 
its excess reserves at the Federal Re- 
serve, to meet the increased demand of 
borrowers, the result would be that in- 
creasing loans would be accompanied 
by a liquidation of part of the banks’ 
investment portfolio. That the com- 
mercial banks’ lending rate would yield 
a higher return to the banks than the 
rate received on the securities that would 
be liquidated would seem to be a dis- 
tinct probability. How great would be 
the improvement in the earnings posi- 
tion of the commerical banking system 
would depend primarily on the ability 
with which the banks could coéperate 
in raising their lending rate, for the 
pressure of funds for short-term in- 
vestment would still predominate as a 
money market influence. 

The one fact that should be kept in 
mind is that the monetary management 
authorities are thoroughly wide-awake 
to the problems created by the existence 
of the extraordinary volume of deposits 
outstanding in the commercial banks, 
and that they will continue in their 
efforts to prevent the development of 
conditions which would destroy the 
beneficent effects of their easy money 
policy. 

In short, the conclusion would seem 
to be that, if commercial banking is to 
show an improvement in earnings any- 
where near comparable to the earnings 
improvement of commerce and industry 
in this recovery period, more general 
recognition will have to be given to the 
change in money market conditions 
under effective credit regulation with a 
relatively low money rate objective, 
which policies negative any automatic 
rise in money rates such as in the past 
characterized business recovery move- 
ments. Codperation in upward adjust- 
ments of lending rates, in conjunction 
with increased confidence in the long- 
term money rate outlook, should tend 
to bring about that improvement in 
éartiings which the commercial bank- 
ing system should obtain. 
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HAVE chosen my particular subject 

of “Economic Control and _ the 

Banks” because I feel that a com- 
plete and more thorough understanding 
of its nature by bankers is the most im- 
portant lesson for banking today. Like 
it or not we have shed old rules and 
are embarked upon a new philosophy 
of government, economics, finance and 
banking. 

While we can condemn much of the 
accompanying economic quackery and 
the Rooseveltian incapacity to distin- 
guish between what is morally right in 
an individual and morally wrong in a 
government, we must not let our ful- 
minations obscure that which may be 
essentially good. This new theory of 
economics is not a transient one which 
will disappear with a split in the Demo- 
cratic ranks or upon the election suc- 
cess of any new party. Centralized 
power and responsibility over the eco- 
nomic life of the nation is here to stay, 
only varying in degree from one po- 
litical group to another. 

I have divided the subject into three 
parts, the first of which attempts to 
answer the question: “What is control 
and its objective?”; the second: “Will 
it be successful?”; and third: “The 
banker’s future part in its attainment.” 

In 1933, when new ideas were born 
out of economic collapse through the 
floundering of the laissez faire school 
of economics, there came into public 
office a few sincere men who believed 
that the day had passed when we as a 
grown nation could and should any 
longer let things take their natural 
course with its inevitable attendant 
miseries. They felt that our periodic 
economic dislocations were results of 
our own activities and could with a 
measure of intelligence be corrected; 
that we could exert sufficient control 


—. 


From a recent address to Wisconsin 


bankers. 


over disturbing factors so as to cure 
periodic ups and downs in business and 
finance. 

These individuals also knew that 
when history recorded an emperor as 
a great builder, it usually meant that 
he was a good housekeeper. He re- 
garded his empire as a single unit and 
managed all of its parts for the good 
of the whole. Lack of centralized power 
and our peculiar form of governmental 
machinery makes this kind of house- 
keeping almost impossible in a democ- 
racy as we now practice it. Obviously 
the executive alone is the only one who 
can envision the nation as a whole and 
as of that date in 1933 he lacked power 
to act efficiently as the good house- 
keeper. We were not governing the 
country as a single unit into which the 
economics of the forty-eight units have 
fast merged it. It was, therefore, es- 
sential to cultivate a national rather 
than a local outlook. 

Such power would seem to threaten 
individual liberty but the individual 
has no rights, so ran the thought, that 
would do injury to the whole people. 
If you own a cow in common with three 
others, you have no right to kill your 
fourth of it. This thought is impor- 
tant and its significance can be brought 
home to you by pointing out that it is 
on this principle that some highly re- 
sponsible banking authorities believe 
that a bank ip Neenah, for example, 
may not make a loan to Mr. Jones, al- 
though the loan is perfectly sound and 
desirable for the bank, solely by rea- 
son of the fact that the loan would not 
be good for the system as a whole. 

So we began a reversal of economic 
philosophy which entailed a necessary 
reversal of Jeffersonian philosophy. We 
dropped the maxim of not carrying all 
of our eggs in one basket and adopted 
the philosophy of placing all forty- 
eight in one basket and then watching 
the basket. 
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The object in view was a simple one: 
to take the wide fluctuation out of our 
economic life. 

The main tenets of permitting the 
economy to adjust itself naturally— 
that is, through deflation and by this 
method redistribution of income—is re- 
placed by an effort to keep it from be- 
coming dislocated in the first place. 

The Brookings report on income and 
economic progress might be said to be 
the fountain head of much of the more 
responsible Washington thought. Un- 
derstand the meat of this report and 
you will understand much of the policy 
and objectives of the various economic- 
political activities being engaged in by 
the Administration. Summed up in a 
few words the findings of the institute 
show: That one-tenth of 1 per cent. of 
the families in the United States had 
combined incomes greater than the com- 
bined incomes of 42 per cent. of the 
families, that the average income of 
this 42 per cent. was much below $1200. 
These figures are based on the year 
1929. 

The conclusion drawn is that the basic 
defect in our system is to be found in 
the way in which we conduct the dis- 
tribution of income. So while the ob- 
jective is economic stability many of 
the policies such as WPA, the labor 
bill, the undistributed profits tax, are 
directed to correct this basic defect 
which in turn brings on maladjustment. 

Economic unbalance is a child of un- 
even expansion of some human en- 
deavors in relation to others. This mal- 
adjustment can be attributed to a mul- 
titude of factors. Credit, though one 
of the largest, being merely one of many. 
It, therefore, becomes necessary to con- 
trol not one but a multiplicity of ac- 
tivities which steadily work to period 
chaos. We are, therefore, confronted 
with a great period of stress and strain, 
trying on the one hand to control those 
forces of which we know so little, while 
at the same time attempting to preserve 
our form of government and the vari- 
ous liberties under it which are in many 
respects inconsistent with the very 
nature of our new found purpose. This 
situation is to be intensified by the lack 
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of a mutually agreed aim and agree- 
ment as to who shall manage these aims, 

The problem for the controllers is 
succintly as Mr. Eccles, Mr. Roosevelt’s 
really important, sound, chief prophet 
has stated it—to provide continuously 
for the whole country the highest stand- 
ard of living as can be derived from our 
resources. This end can only be 
reached by permitting government to 
do for all of us what we as individuals 
cannot do for ourselves. 

Despite some apparent disagreement 
among the controllers themselves, there 
is no one method that can be adopted 
to solve this problem of national equi- 
librium. While, for example, Mr. 
Morgenthau apparently feels that prices 
can be controlled and kept within rea- 
sonable fluctuation points by monetary 
control, Mr. Eccles feels that it is diffi- 
cult to cope with prices through use of 
the monetary instrument, and suggests 
instead the anti-trust laws and tariff re- 
duction as the answers. Actually, as 
we have seen, the technic of control must 
necessarily visit many fields. 

Present major controls, as envisioned 
by authorities, fall within five groups— 
monetary policy or the control of credit 
and speculation through the banking 
system; fiscal policy, composed of pub- 
lic expenditure during deflation and re- 
tirement of debt, created by expendi- 
ture, during reflation; foreign move- 
ments, regulation being essential to 
mitigate effects of adverse foreign de- 
velopments; price control, greater dis- 
tribution of consuming power to farm- 
ers, labor and the lower one-third 
through a more equitable sharing of 
profits; social taxation, for the purpose 
of assisting government to carry out its 
fiscal controls, redistribute wealth, and 
see to it that more current income is 
consumed and less saved. 

But how does all of this affect you 
and banking? You would like to 
know in concrete terms. 

You have a very vital stake in the 
success or lack of success of the con- 
trollers not only as to results but be- 
cause through you, despite the other 
recognized instruments of control, will 
be carried on the greatest effort. to in- 
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sure an even flow of public and private 
disbursements in the proper proportion 
to support a continuing, well balanced 
flow of goods. 

Unquestionably, too, the safety of 
banking depends upon economic stabil- 
ity. As long as we have wide fluctua- 
tions of business and national income, 
as long as we have dislocation of in- 
come distribution, we are going to have 
banking collapses. Perfection of the 
banking laws, segregation of assets ac- 
cording to class of deposits and all of 
the rest of the laudable efforts working 
to perfection of the banking process 
will not of themselves give you bankers 
economic security, though they will 
assist to the extent to which they pro- 
mote nationwide stability. As long as 
we have depressions you cannot have 
intelligent investment policies. It is 
impossible, and all of the best rules 
for staggering maturities and the like 
are futile, almost absurd in the face of 
national economic calamity. 

Money management, to be fruitful of 
results, must see corrective action con- 
tinually in process. For that reason 
it not only becomes necessary for you 
to follow the technicians at their job, 
but to formulate your policies, particu- 
larly your investment policy in such a 
way as not to keep you continually 
jumping from one hot spot to another 
trying vainly to keep up with their 
gyrations. 

The controls other than monetary 
manipulation will vitally affect you 
daily in many ways. The effects of 
Federal fiscal policy will soon be work- 
ing an opposite channel than hereto- 
fore. The inflationary outlook will de- 
pend largely on the ability of govern- 
ment to retire debt as rapidly as pri- 
vate demand expands, and on this also 
will depend the prices of your govern- 
ment bonds. If retirement does not take 
place in substantial amounts within the 
next year, nothing under the sun can 
keep the government market up. In 
this connection there is also an inter- 
esting little problem. What is going 
to take the place of government bonds 
in your investments twelve to fifteen 
years from now, should the supply of 
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governments dry up as anticipated by 
some officials? 

Foreign influences bear importantly 
today on the reserve and securities posi- 
tion of each one of you. Envision for a 
moment what would happen to your 
institution should the French govern- 
ment in its present crisis nationalize 
all foreign capital accounts and securi- 
ties of its citizens and start repatriation 
of funds immediately. 

What effects are the wide labor up- 
heavals and price controls, keeping 
profits down, going to have on your 
commercial accounts? Which ones are 
going to be hurt the most, the least? 
Have you customers in the submarginal 
labor group? 

How will social taxation as a method 
of wealth distribution affect your loan 
customers? Which of them will be 
thrown into bankruptcy, which will 
need your assistance more than ever 
before? What effect will it have on 
deposits? 

Of course I have touched only a few 
possible results of these different con- 
trols. To mention all of them exceeds 
our time and my ability, but their al- 
most overwhelming variety is some- 
thing to keep you thinking twenty-four 
hours a day. 

Up to this time the thing of greatest 
interest to the banker has been: Can 
control keep money cheap, interest rates 
down? Attention has been focused on 
this minor objective rather than on the 
larger one. Will the program as a 
whole be successful? The answer I 
think to the larger question will en- 
compass that of the lesser—and the 
answer in my opinion is no, for a 
variety of reasons. 

For a while we will feel that we have 
been successful in our planning and 
that, as in the 20’s, depressions are of 
an outmoded era. Mild recessions such 
as we experienced in 1921] will con- 
vince us— but the great cyclical de- 
pressions such as 1873 and 1933 will 
catch up with us in the end—be more 
tangled than ever with man-made con- 
trols. 

Reasons for our destined defeat are 
more numerous than I can recite. I 
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have listed, however, what I consider 
eight of the more cogent reasons, not 
only so we can search for methods for 
their correction, but because the in- 
herent reasons for anticipated failure 
are inseparable from the banking and 
financial structure, hence of direct in- 
terest to each one of you. 

First. We are in a new, a strange, 
untried, unsurveyed field, therefore, in- 
calculable and not responsive to scien- 
tific control. No human mind has yet 
the power—nor the experience to fol- 
low the cause and effect of every eco- 
nomic action. We must crawl before 
we can walk. 

Second. Many of our so-called con- 
trols are not controls at all. They are 
merely influences only, whose ultimate 
effect no one can gauge. 

Third. Human nature being what it 
is, the gradual swing of the pendulum 
will bring back the day of satisfaction 
with things “as they are”—with the in- 
evitable results. 

Fourth. Control and planning as we 
now know ‘it are subject to political 
whim which cannot refrain from using 
great powers for its benefit, both by 
those in office and through promises of 
those not in office who should like to 
be there. 

Fifth. Impossibility of control of 
mass psychology, which is susceptive 
to newspaper, radio opinion and propa- 
ganda. Witness, for example, the wide- 
spread fear which accompanied the re- 
cent bond decline. 

Sixth. Control to be successful must 
place ample power in the hands of the 
executive. Its finer adjustments can- 
not be wrought through the legislature 
whose members must necessarily reflect 
local points of view in order to per- 
petuate themselves in office. Today we 
are watching the beginning of a gi- 
gantic struggle between Congress and 
the Executive. The greater the success 
of the legislative branch the greater our 
personal freedom, but the more sus- 
ceptible are we to the vicissitudes of 
economic troubles. 

Seventh, and nearer home to the 
problem of the future of interest rates: 
Every monetary restriction on inflation, 
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to which we are heading and which 
must be controlled, will be a move 
away from easy money to which the 
Administration is committed for a while. 
Further, at this time Reserve policy is 
entirely dependent on Treasury policy. 
So today we see the tail of budget bal- 
ancing wagging the dog of monetary 
control. 

And the last but not the least of the 
many factors which will work against 
success will depend on how fast the 
banker and the people can follow what 
is happening. On this score alone, I 
feel pessimistic as to the outlook for any 
immediate achievement of the objective. 

But because I believe that this at- 
tempt will be unsuccessful and that we 
shall have our cyclical depressions, 
perhaps a little further away, does not 
mean that I disapprove of the sincere 
effort to correct it. To the contrary I 
feel that the objective is highly worth- 
while, and that through the next failure 
we shall discern some of the causes for 
our downfall which will give us more 
opportunity for success in the future. 
It seems that we face an impossible 
task, the ultimate answer to which our 
day will see only the bare beginnings— 
but nevertheless the beginning; pro- 
vided we can manage somehow in the 
process to keep our political equilib- 
rium. Undoubtedly we shall have the 
continuance of the business cycle, but 
I hope that it, like a rubber ball, will 
show less variation in between each 
bounce. 

Without laying any claims to pro- 
phetic powers, many things are stirring 
under the scenes in Washington that 
can be discerned by the careful, search- 
ing observer which will be far reaching 
and directly affect each one of you. 
Although you do not know it you are 
now enjoying a breathing spell which 
may well end January 3, 1938. 

Those in command are not satisfied 
with the banking structure as it exists 
today. Many feel that the main ob- 


jective of financial control in the new 
scheme of things is the control of use 
to which funds are put—and this can- 
not be accomplished unless we have a 
full coérdination and control of all 
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lending and credit institutions in the 
country. This would mean not just 
control of member banks, but the seven 
to eight thousand non-member banks 
as well. Shadows of coming events in- 
dicate that all financial agencies by 
whatever name they are called must be 
eventually brought within the scope of 
Federal authority in order to bring 
about a more perfect monetary 
mechanism. 

The undercurrent of present-day talk 
tells us that the commercial system will 
be consolidated into one planned unit 
under the overlordship of the Reserve 
Board. Other plans envision the same 
accomplishment in the savings-home 
finance field by the Federal Home Loan 
Bank Board. 

At this time, and this may now be 
denied, legislation is in the making to 
perfect into one unified banking sys- 
tem all commercial institutions. Cer- 
tain potent policy makers do not desire 
any further difference between the na- 
tional bank, the state member hank and 
the state insured bank from the stand- 
point of control. It is the present pur- 
pose to place you all under one charter- 
ing, one examining, one regulatory and, 
for all intents and purposes, one in- 
suring authority. 

There are substantial reasons to be- 
lieve that the Comptroller’s office will 
lose its independent identity in proposed 
reorganization plans, provided the 
President obtains reorganization au- 
thority, and Mr. O’Connor will prob- 
ably be the last Comptroller of the Cur- 
rency as you have known that autono- 
mous office. 

Besides unification, which can be 
partially brought about through the 
President’s administrative reorganiza- 
tion plan, added controls no doubt will 
be asked, in what may come to be known 
as the Banking Act of 1938, giving the 
Reserve Board authority over reserves, 
loan and investment and possibly in- 
terest policies. Many of those features 
which were jettisoned from the banking 
bills of 1933 and 1935 are apt to again 
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be present. There is also certain to be 
present some provision to afford bank- 
ing facilities to bankless communities 
—and even perchance a branch bank- 
ing proposal. This last item will prob- 
ably, if I read Congressional sentiment 
aright, be deleted, but, no doubt, the 
planners know that and may purposely 
include such a provision as a sort of 
little Eva to toss to the wolves when the 
going for the remainder of the) legisla- 
tion gets too hot. 

But they will doubtless get sub- 
stantially what they want—for in the 
words of one official: “Next year is 
election year”—the best political year 
for banking legislation. On top of that, 
banking as an organized group is a 
babe-in-arms when it comes to knowl- 
edge of how to fight legislation which 
it dees not feel desirable. But _per- 
haps it is just as well—for unquestion- 
ably to assure even a reasonable possi- 
bility of success for the new economic 
objective, our crazy-quilt system of 
banking must be junked and replaced 
by a more streamlined model—all of 
which means more headaches, more 
regulation, more change and discom- 
fort—but the greatest adventure to ever 
face you as bankers. 

Up to 1929 the bankers’ prayer was 
“O Lord, may today be like yesterday 
and tomorrow like today.” I cannot 
suggest a new prayer. I can only sug- 
gest that you recognize that today there 
is nothing certain but rapid change. 





“DAVID HARUM” 


A Work of Fiction Declared to Be 
“The Best Book on Practical Banking“ 


HAT a work of fiction should be 

characterized as the best book on 

practical banking is something 
striking enough to attract attention. 
This is all the more curious when the 
book is not in the least devoted to prac- 
tical banking as that term is commonly 
understood. Added interest to the mat- 
ter is lent by the fact that this excep- 
tional tribute came from a well-known 
banker of New York City—Percy H. 
Johnston, chairman of the Chemical 
Bank and Trust Company. While on a 
visit to the Middle West, Mr. Johnston 
was asked by a man who had recently 
taken over the direction of a bank, and 
who had not previously been in the 
banking business, about some of the 
best books he should read. Mr. John- 
ston told him that, in his opinion, the 
best book he could find on practical 
banking was “David Harum.” 

This statement revived interest in a 
book that was highly popular some 
years ago. As a matter of fact its 
popularity long outlasted its publica- 
tion in 1899. A dramatization of the 
novel was used by the late William H. 
Crane, and in more recent years a screen 
version was presented by Will Rogers. 
Even as this is written, “David Harum” 
is running as a radio feature. 

All this is interesting in establishing 
the popularity of the story, but does 
not throw any special light on the value 
of the book from the standpoint of 
practical banking. 

The author of “David Harum,” Ed- 
ward Noyes Westcott, passed the active 
years of his life as a banker. But, 
primarily, his story hardly deals with 
banking as commonly understood. It 
is essentially a story of American char- 
acter, not exactly of a banker, but of a 
horse-trader. But David Harum was 
more than a horse trader. He was a 
philosopher. A man of rare common 
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sense. A philanthropist, hidden under 
an exceedingly homely exterior. “The’s 
as much human nature in some folks,” 
he said, “as th’ is in others, if not 
more.” He himself had this human 
nature in full measure. And perhaps be- 
cause of that fact a study of his prin- 
ciples and actions constitutes today high 
value in gaining a knowledge of prac- 
tical banking. 


Sayings of David Harum 


q It’s a good sight easier to git a fish- 
hook in ’n’ tis to git it out. 

q A feller may be straighter’n a 
string in ev’rythin’ else, and never 
tell the truth—that is, the hull truth 
about a hoss. I trade hosses with hoss- 
traders. 


It all would seem to trace back to 
Pope’s saying, “The proper study of 
mankind is man.” David Harum was 
a fine judge of horses. He knew men 
equally well. 

A well-known New York _ business 
man was once asked by a young man 
wishing to fit himself for newspaper 
work if he would recommend attending 
a school of journalism. “No,” he re- 
plied, “I would recommend that he get 
a job in a grocery store, and devote his 
attention to the study of people.” 

The many treatises on _ practical 
banking and the courses of banking 
studies in the institutes and universities 
are all of indispensable value in help- 
ing the actual or prospective banker in 
gaining a knowledge of the technical 
side of the banking business. But the 
study of men—the people with whom 
the banker must deal, their many per- 
plexing problems, and their human 
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nature—should supplement this techni- 
cal training if the banker is adequately 
to discharge his duties. Not only that, 
but if the example of David Harum is 
to be accepted, the banker must not 
submerge his own human nature in the 
stern necessities of his calling. Keen 
and cunning as he was, Harum was ex- 
ceedingly human. 


If, as the advice of Mr. Johnston 
would seem to imply, bankers have to 
some extent forgotten what may be 
called the human side of banking, they 
will find instruction in the story of 
David Harum. 

With that object in view, THE BANK- 
ERS MAGAZINE presents in this and suc- 
ceeding numbers the main points in 
Harum’s philosophy and selections from 
various parts of the story itself. This 
presentation is made by special permis- 
sion of Messrs. D. Appleton & Co., New 
York, publishers of “David Harum,” 
which was copyright, 1926, by Philip 
N. Westcott. 


Portrait of David Harum 


Here is how the author describes 
David Harum as he is introduced in the 
story: 

“Rather under the middle height, he 
was broad-shouldered and deep-chested, 
with a clean-shaven, red face, with—not 
a mole—but a slight protuberance the 
size of half a large pea on the line from 
the nostril to the corner of the mouth; 
bald over the crown and to a line a 
couple of inches above the ear, below 
that thick and somewhat bushy hair of 
yellowish red, showing a mingling of 
gray; small but very blue eyes; a thick 
nose, of no classifiable shape, and a 
large mouth with the lips so pressed to- 
gether as to produce a slightly down- 
ward and yet rather humorous curve 
at the corners. He was dressed in a 
sack coat of dark ‘pepper-and-salt,’ with 
waistcoat and trousers to match. A 
somewhat old-fashioned standing collar, 
flaring away from the throat, was en- 
circled by a red cravat, tied in a bow 
under his chin. A diamond stud of 
perhaps two carats showed in the tri- 
angle of spotless shirt front, and on 
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his head was a cloth cap with ear lap- 
pets,” 

David Harum is introduced pouring 
his second cup of tea into a saucer and 
helping himself to a second cut of ham 
and a third egg. He was what he called 
“a good feeder.” His sister Polly (Mrs. 
Bixbee) taxed him with having some- 
thing on his mind. This “something” 
was that he had written a letter to John 
K. Lenox in New York inviting him to 
take the place of “Chet” Timson in 
Harum’s bank. But Mr. Harum’s mind 
was considering something else—a 
“hoss” trade with Deakin Perkins. Let 
the author tell about it in his own 
words: 


Mrs. Bixbee went on with her needle- 
work, with an occasional side glance at her 
brother, who was immersed in the gospel 
of his politics. Twice or thrice she opened 
her lips as if to address him, but appar- 
ently some restraining thought interposed. 
Finally, the impulse to utter her mind cul- 
minated. “Dave,” she said, “D’ you know 
what Deakin Perkins is saying about ye?” 

David opened his paper so as to hide 
his face, and the corners of his mouth 
twitched as he asked in return, “Wa’al 
what’s the deakin sayin’ now?” 

“He’s sayin’.” she replied, in a _ voice 
mixed of indigation and apprehension, 
“thet you sold him a balky horse, an’ he’s 
goin’ to hev the law on ye.” David’s should- 
ers shook behind the sheltering page, and 
his mouth expanded in a grin. 

“Waal,” he replied after a moment, low- 
ering the paper and looking gravely at his 
companion over his glasses, “next to the 
deakin’s religious experience, them of lawin’ 
an’ horse-tradin’ air his strongest p’ints, an’ 
he works the hull on ’em at once some- 
times.” 

The evasiveness of this generality was not 
lost on Mrs. Bixbee, and she pressed the 
point with, “Did ye? an’ will he?” 

“Yes, an’ no, an’ mebbe, an’ mebbe not,” 
was the categorical reply. 

“Wa’al,” she answered with a_ snap, 
“mebbe you call that an answer. I s’pose 
if you don’t want to let on you won’t, but 
I do believe you’ve ben playin’ some trick 
on the deakin, an’ won’t own up. I do 
wish,” she added, “that if you hed to git 
rid of a balky horse onto somebody you'd 
hev picked out somebody else.” 

“When you got a balker to dispose of,” 
said David gravely, “you can’t alwus pick 
an’ choose. Fust come, fust served.” Then 
he went on more seriously: “Now Ill tell 
ye. Quite a while ago—in fact, not long 
after I come to enjoy the priv’lidge of the 
deakin’s acquaintance—we hed a deal. I 
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wasn’t jest on my guard, knowin’ him to 
be a deakin an’ all that, an’ he lied to me 
so splendid that I was took in, clean over 
my head. He done me so brown I was 
burnt in places, an’ you c’d smell smoke 
’round me fer some time.” 

“Was it a horse?” asked Mrs. 
gratuitously. 

“Wa’al,” David replied, “mebbe it had 
ben some time, but at that partic’lar time 
the only thing to determine that fact was 
that it wa’nt nothin’ else.” 

“Wa’al, I declare!” exclaimed Mrs. Bix- 
bee, wondering not more at the deacon’s 
turpitude than at the lapse in David’s 
acuteness, of which she had an immense 
opinion, but commenting only on the for- 
mer. “I’m ’mazed at the deakin.” 

“Yes’m,” said David with a grin, “I’m 
quite a liar myself when it comes right 
down to the hoss bus’nis but the deakin 
e’n give me both bowers ev'ry hand. He 
done it so slick that I had to laugh when 
I come to think it over—an’ I had witnesses 
to the hull confab, too, that he didn’t know 
of, an’ I ¢’d ’ve showed him up in great 
shape if I’'d had a mind to.” 

“Why didn’t ye?” said Aunt Polly, whose 
feelings about the deacon were undergoing 
a revulsion. 

“Wa’al, to tell ye the truth, I was so 
completely skunked that I hadn’t a word 
to say. I got rid o’ the thing fer what it 
was wuth fer hide an’ taller, an’ stid of 
squealin’ ’round the way you say he’s doin’, 
like a stuck pig, I kep’ my tongue between 
my teeth an’ laid to git even some time.” 

“You ort to ’ve hed the law on him,” 
declared Mrs. Bixbee, now fully converted. 
“The old scamp!” 

“Wa’al,” was the reply, “I gen’ally prefer 
to settle out of court, an’ in this partic’lar 
case, while I might ’a’ ben willin’ t’ admit 
that I hed ben did up, I didn’t feel much 
like swerin’ to it. I reckoned the time ’d 
come when mebbe I'd git the laugh on the 
deakin, an’ it did, an’ we’re putty well 
settled now in full.” 


Bixbee 


The time did come when Harum got 
the laugh on the deacon, and the man- 
ner in which this was done illustrates 
strikingly the shrewdness and cunning 
of David. Lack of space will prevent 
the recounting of this transaction in the 
author’s owp words. and it must be sum- 
marized. 

Harum had bought a horse, for which 
he had paid $125. This animal had 
developed the quality of a fast-traveler, 
and that appealed to Mr. Harum. It 
had also been praised for its docility 
—guaranteed to stand without hitching. 
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And it did, showing a disposition to 
balk at frequent intervals. The deacon, 
seeing the rapidity with which this 
horse got over ground, was anxious to 
buy it, and David sold him the animal 
for $200, telling the purchaser that the 
horse “would stand without hitchin’.” 
When the deacon got caught in a driv- 
ing rainstorm. and his horse refused to 
budge, he became infuriated, and com- 
plained loudly at the imposition prac- 
ticed on him. 

Here is where the shrewdness of 
David Harum as a “hoss-trader” came 
into play. He had discovered that while 
the horse was subject to frequent spells 
of lethargy, its propensity to stop and 
contemplate the landscape and the or- 
der of the universe could be imme- 
diately cured by a gentle tap of the 
whip applied to its shoulder—a secret 
unknown to the deacon. As in all other 
respects save its balking propensity it 
was a desirable acquisition, David was 
not indisposed to mitigate the deacon’s 
wrath by buying the horse back again. 
Having paid $125 in the first instance, 
and having sold it to the deacon for 
$200, he offered $110 on the repurchase, 
and in the language of David: “I’ve 
got the hoss, and he’s cost me _ jest 
thirty-five dollars.” 


It will be seen that dealing in horses 
enlisted Harum’s interest more than the 
details of the banking business. As 
“Chet” Timson, John Lenox’s prede- 
cessor in the bank, said: “He’s all for 
hosses. He’d sooner make a ten dollar 
note on a hoss trade than a hunderd 
right here ’n this office. Many’s the 
time, right in bus’nis hours, when I 
wanted to ask him how he wanted some- 
thing done, he’d be busy talkin’ hoss, 
an’ wouldn’t pay no attention to me 
more’n if I wa’n’t here.” 


In subsequent issues further ex- 
tracts from the book will be presented 
relating more to banking transactions, 
and putting Mr. Harum’s character 
in a different light than that shown 
in his doings as a ‘‘hoss-trader.”’ 





WHAT TO SEE IN BOSTON 


Visiting Bankers at the A.B. A. Convention 
Will Find Much to Interest Them in the 


“Hub of the Universe” « « « 


By Marion GLENDINING 


LL Boston is about to be divided 

into four parts—for your con- 

venience —for you Monsieur 
Banker, your family and your friends, 
and we earnestly hope that you will like 
our city as much as we do. We hope 
you will not—in the manner of some 
visitors—feel that you must crowd 
everything into a few precious hours 
and that you must be in such and such 
a place at 2:30 p. m., take a look 
around, jump in your car and be in 
the next place at 2:35 p. m. There are 
visitors like that, you know, and we 
mentally picture them after a two hour 
“sight fleeing” tour, dusting off their 
hands, settling down with yesterday’s 
home paper and saying, “There, that’s 
that. I’ve seen Boston.” But have they? 


A Key to the City 


Of course we realize that life and 
the financial situation are what they 
are and that we can’t ask too much of 
your time, but we also realize that we 
want you to know and enjoy Boston to 
the fullest. We feel sure that you want 
to do the same, so taking time into con- 
sideration, we forthwith offer you Bos- 
ton and its environs—a literary key to 
the city! 


Part 1, Things to see in the city it- 
self. These are all within walking or 
subway distance and can be taken in 
at any leisure time. 


For a central starting point let’s take 


the Hotel Statler, convention head- 
quarters. Leaving the Providence Street 
side of the hotel, walk directly ahead 
on Arlington Street one block to Boyls- 
ton Street. Turn right, proceed on 


Boylston to Charles Street, at which 
point we cross to the 


Boston Common 


The Boston Common is a tract of 
land, containing nearly fifty acres, 
bought in 1634 by Governor Winthrop. 
It was set apart for common use as a 
cow pasture and training field, and 
amusingly still retains that status. As 
you enter the Common, pause for a 
moment at the little cemetery on the 
Boylston Street side for here lies buried 
Gilbert Stuart, the noted portrait 
painter, and also a number of promi- 
nent Boston citizens. 


Shaw Memorial 


On the Common, the British mustered 
before the Battle of Bunker Hill and 
here also gathered contingents for 
Colonial expeditions against Louisburg 
and Quebec. On Beacon Street Mall, 
opposite the State House, stands the 
Shaw monument by Augustus St. Gau- 
dens, a memorial to Colonel Robert G. 
Shaw and the 54th Massachusetts In- 
fantry. 

Continuing our stroll, we come to the 
Park and Tremont Street side of the 
Common and directly across the street 
is the 


Park Street Church 


This church was erected in 1810. 
Brimstone was stored in the basement 
in 1812, giving the church the name 
of “Brimstone Corner.” And it was 
here, on July 4, 1832, that “America” 
was first publicly sung. 
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Leaving Park Street Church, turn left 
on Tremont Street and move on to the 


Old Granary Burying Ground 


Here lie buried most of the person- 
ages of old Boston—Bellingham, Dum- 
mer, Hancock, Bowdoin, Adams. Also 
Peter Faneuil, Paul Revere, Benjamin 
Franklin’s parents, Robert Treat Paine, 
who was one of the signers of the Dec- 
laration of Independence, Mary Goose 
(Mother Goose), and Thomas Fleet, 
who arranged and published the Mother 
Goose Rhymes. 

Leaving the Granary Cemetery, cross 
Tremont Street and turn left toward 
School Street, on the corner of which 
stands 

King’s Chapel 

King’s Chapel was founded in 1686. 
Here the British worshipped during the 
siege. By a strange turn of events, this 
Tory Church became the First Uni- 
tarian Church in the United States in 
1785. Although it is still considered 
Unitarian, it retains many of its Episco- 
pal symbols such as the cross, com- 
munion table, Apostle’s Creed and Ten 
Commandments on the altar. This 
chapel is open daily to the public from 
9 a. m. to 4 p. m. 

Leaving King’s Chapel, turn right 
on Tremont Street and enter the 


King’s Chapel Burying Ground 


This was the first burying ground in 
Boston. Here lie buried Gov. John 
Winthrop, John Davenport, the founder 
of New Haven, Conn., William Dawes, 
who made the famous ride on another 
route with Paul Revere. It is interest- 
ing to know that Charles Dawes, the 
former Vice-President of the United 
States, may be buried in the same grave 
as William Dawes, if he so desires. Few 
burials have been made in King’s 
Chapel since 1796. This interesting 
spot is open to the public from 9 a. m. 
to 5 p. m. daily. 

On the corner of Washington and 
Milk Streets is found the 


Old South Meeting House 


Erected in 1789 this old building is 
where the men of Boston gathered to 
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protest against citizens being forced 
into the English navy, to demand the 
withdrawal of British troops and to de- 
cide the fate of the hated tax on tea. 
It is open from 9 a. m. to 4 p. m. daily 
and the admission is 25 cents. 

Almost across the street at 17 Milk 
Street, is 


The Birthplace of Benjamin Franklin 


It is occupied today by a building 
housing the Boston Transcript. 

Retracing our steps, we turn right 
on Washington Street and proceed to 


The Old State House 


Here met Colonial Courts and Legis- 
lators, town and city governments and 
the General Court of the Common- 
wealth. It is open to the public from 
9 a. m. to 4 p. m. daily. From the 
windows, one may look out on the 
Washington Street side and see the site 
of Paul Revere’s Silver Shop. 

Down on State Street we find the 


Custom House 


Here is Boston’s “skyscraper.” We 
can take a rapid trip in the elevator 
to the tower 490 feet high and get a 
wonderful panorama of the city and 
take splendid aerial photographs if it 
is a clear day. 

Going along Atlantic Avenue to Mar- 
ket Street we turn left and proceed to 
Quincy Market where we turn right 
and then left to North Market Street, 
and here is where the “inner man” will 
be appeased as only he should be ap- 
peased, at 


Durgin and Park Restaurant 


For over 150 years this old place has 
been used as a restaurant. Your grand- 
father or even your great-grandfather 
may have eaten here. Food is served 
fresh from the market, and when you 
have absorbed enough of both this and 
the atmosphere, you will find almost 
diagonally across the street the famous 


old 
Faneuil Hall 


Faneuil Hall, affectionately called 
“The Cradle of Liberty,” was built in 
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Upper left: Old North Church. Upper right: Old South Church. Lower left: 
Bunker Hill.Monument. Lower right: Old State House. Photos courtesy Beston 
Chamber of Commerce. 
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1742 by Peter Faneuil. Burned in 
1761, it was rebuilt in 1763. This is 
one of the few buildings in Boston 
which is in the same condition today 
as it was originally, with the exception 
perhaps of steel staircases, electricity 
and steam heat. The Hall is still used 
for public meetings. It contains many 
historic paintings and portraits. Don’t 
fail to see the Military Museum and 
Library of the Ancient and Honorable 
Artillery Company. It is well worth 
Open 


the. walk up to the third floor. 
week days from 9 to 5. 
From Salem Street turn right to the 


Old North Church 


This is the oldest church edifice in 
Boston. It was built in 1723. Here is 
where Paul Revere’s lanterns hung— 
“one if by land and two if by sea”— 
the signals in the North Church tower 
on April 18, 1775, to warn of the march 
of the British to Concord and Lexing- 
ton. Don’t fail to ask the sexton to 
show you the old communion chest re- 
cently found, and the statues which are 
reported to have been seized from a 
French ship, bound for a monastery in 
Montreal. 

Over the Charlestown bridge and 
right again at Navy Street will bring 
you to the entrance gate of the 


Boston Navy Yard 


The Boston Navy Yard—home of 
“Old Ironsides”—has been in continu- 
ous operation since 1800. All rope 
used in the United States Navy is manu- 
factured here. Another interesting fact 
is that the chains used overseas in 
planting mines that formed a_ net 
against German U boats were made at 
the forge shop. You will be asked to 
leave your camera with the guard at 
the gate. 

From the main gate and turning right 
on Chelsea Street and left on Tremont 
Street we reach the 


Bunker Hill Monument 


This granite obelisk, 221 feet high, 
marks the scene of the Battle of Bunker 
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Hill on June 17, 1775. Open to the 
public daily from 9 a. m. to 4 p. m, 
the admission fee is 10 cents. (Inci- 
dentally, you might take some dyed-in- 
the-wool Boston friend of yours along 
with you. He’s probably never seen 
it!) 

From here you can easily make ele- 
vated and subway connections back to 
the Statler. However, if you have the 
time and the inclination, we know you 
will enjoy seeing the 


State House 


No doubt you noticed the gilded 
dome of the State House as you ap- 
proached the city. Located on Beacon 
Street at the head of Park Street, it 
is open to the public on week days 
from 9 to 5, and on Saturdays from 
9 to 12 noon. 

Leaving the State House, walk 
straight down Beacon Street with the 
Boston Common on your left. Cross 
Charles Street and enter the 


Public Gardens 


This is about half the size of the 
Common and contains an artificial pond 
on which glide one of Boston’s great- 
est institutions, the Swan Boats. A 
monument commemorating the discov- 
ery of ether stands at one side of the 
Gardens; thousands of men and women 
visit this shrine yearly. 

Coming out on Arlington Street, on 
the corner of Newbury Street, you will 
see the 


Ritz Carlton Hotel 


This is one of Boston’s finest hotels, 
noted for its hospitality, excellent 
cuisine and charming roof where you 
may dine and dance in comfort on even 
the warmest evenings. 

On Newbury Street at the corner of 
Berkeley Street stands the 


Museum of Natural History 


The building is open to the public 
free of charge from 9 to 4, and on Sun- 
days from 1 to 4:30 p. m. 
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By crossing over to Boylston Street 
and turning right, up two blocks, you 
will come to Copley Square where 
stands the famous 


Trinity Church 


The facade of this church is one of 
the richest examples of ecclesiastical 
architecture in the city. 
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To the left of the church and across 
St. James Avenue is the 


Copley Plaza Hotel 


It is, and has been for twenty years, 
New England’s distinctive society hotel. 
The main cafe contains the celebrated 
Merry-Go-Round bar, a unique attrac- 
tion. 


; , as i ‘arabe <2 
Above: View of the Public Garden. Below: Paul Revere House. Photos courtesy 
Boston Chamber of Commerce 
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Also in Copley Square is the 


Boston Public Library 


Designed after the style of the Italian 
Renaissance by McKim, Meade & White, 
the interior of the building is of truly 
great beauty and visitors come from all 
parts of the world to admire it. 

From the Public Library and up 
Huntington Avenue to Norway Street, 
you will come to the 


Christian Science Church 


This is affectionately known as the 
“Mother Church,” for in Boston the 
Christian Science movement was 
founded, and its administrative center 
is there. Within and without the 
church demands attention and admira- 
tion as one of the largest and most im- 
pressive churches in the world. 

Further out on Huntington Avenue 
is the 


Museum of Fine Arts 


This museum is one of the few in 
the world created and supported solely 
by private citizens. It contains count- 
less treasures. By all means, visit it. 
Those of you especially interested in 
painting will enjoy seeing the new 
Renoir, recently purchased. This mu- 
seum is closed all day Monday. 

At the south end of the Fenway you 
will find the 


Isabella Stewart Gardner Museum 


Here is a marble palace, once the 
home of Mr. and Mrs. John Lowell 


Gardner, filled with rare treasures from 


all over the world. It is open to the 
public Tuesday, Thursday and Satur- 
day from 10 to 4, admission 25 cents. 
Sundays from 1 to 4 p. m., admission 
free. It is closed all national holidays 
and during the month of August. 


An Auto Trip 


Part 2. Things to see in Boston’s 
historic suburbs. This is an auto trip. 
Several hours or whole days can easily 
be spent enjoying these lovely sights. 

Going from the Statler to Charles 
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Street, cross Longfellow Bridge (made 
famous by Longfellow’s poem “I stood 
on the bridge at midnight”), and you 
will arrive on the shores of Cambridge. 
Then go right on 


Memorial Drive 


Going along this drive you will pass 
the Massachusetts Institute of Tech- 
nology, the Harvard Bridge, the Tech 
Boat House, the Weld Boat House, the 
Harvard Business School across the 
Charles River and the “houses” of 
Harvard College. 

Continuing down the drive to Mt. 
Auburn Street, you come to Collidge 
Avenue and turn left. On the right is 


Mt. Auburn Cemetery 


Here are buried the famous poets, 
Longfellow, Lowell, Holmes, and many 
others. 

Back on Mt. Auburn Street, turn right 
then left on Elmwood Avenue, on the 
corner of which stands 


The James Russell Lowell House 


This was built in 1767 and was used 
as a hospital during the Battle of 
Bunker Hill. Lowell was born here in 
1819. 

From Cambridge Common you can 
see the main buildings of 


Harvard University 


By applying to Room L in University 
Hall you may secure a guide who will 
show you everything of interest about 
the country’s most famous and dis- 
tinguished university. 

A trip to Concord will prove most 
enjoyable, with a special visit to the 
home of Nathaniel Hawthorne, Louisa 
M. Alcott and Margaret Sidney (Mrs. 
Daniel Lothrop), authoress of “Five 
Little Peppers.” It is interesting to 
know that three authors with no con- 
nection or relationship all occupied this 
same house, which is known as the 
“Wayside.” Then, too, don’t forget the 
famous Bridge. 

Follow Route 126 to Wayland, then 
on Route 20 turn right and drive west- 
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ward about 54% miles through South 
Sudbury until you reach a roadway on 
the right leading to 


‘The Wayside Inn’’ 


It was here that Henry W. Long- 
fellow wrote the “Tales of a Wayside 
Inn.” After you register, you may step 
up to the bar and order your lunch, 
after which you may wander through 
the Inn until your are called by the host. 
You will find the old grist mill inter- 
esting and unique. Also don’t fail to 
visit the Old School House spoken of 
in the famous poem “Mary Had a Little 
Lamb.” 

From here you may return, if you 
wish, to Boston. Follow Route 20 to 
Commonwealth Avenue and Berkeley 
Street where you turn right, crossing 
Newbury and Boylston Streets. Turn- 
ing left at St. James Avenue will bring 
you back to the door of the Hotel 
Statler. 


Part 3. This is another auto trip to 
the North Shore. 

A whole day can be spent here. Then 
you will leave it with regret and vow 
to come back for a longer stay. 

All through the city you will see 
signs directing you to the Sumner 
Tunnel. This is a very good way to 
start for the North Shore, for along the 
way you can find the Suffolk Downs 
Race Track; Revere Beach, which is 
the Coney Island of New England, and 
Route 1-A which will take you to the 
town of Lynn. 

From here you can go to Swampscott 
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and the New Ocean House; to Marble- 
head, where you must ride to the end 
of town so that nothing of this quaint 
New England fishing village will be 
missed. 

Next up the line is Salem, where the 
Old Witch House is found; then the 
House of Seven Gables which is at the 
foot of Turner Street. At No. 13 Mall 
Street is the house where Nathaniel 
Hawthorne wrote “The Scarlet Letter.” 

On Route 127—which you follow to 
Gloucester—you will pass Beverly 
Farms; Manchester-by-the-Sea, which is 
one of the oldest towns on the North 
Shore; Magnolia, which is the scene of 
Norman’s Woe made famous by Long- 
fellow’s poem “The Wreck of the Hes- 
perus”; and finally Gloucester, one of 
the most famous fishing ports in the 
world. A ride around the shore road 
of Cape Ann will prove most delight- 
ful, for this peninsula seems to have 
retained much of its old world atmos- 
phere. You can’t possibly get lost as 
the road winds around and back into 
Gloucester again, where you can re- 
trace your steps homewards. 


Part 4. This is an auto trip to the 
South Shore. Only going as far as 
Plymouth, this ride would not include 
Cape Cod. 


Leaving Boston by way of Hunting- 
ton Avenue and the Jamaicaway, you 
can go to East Milton and find the 
homes and final resting places of John 
Adams and John Quincy Adams. 

Following Route 3 you will pass 
through Weymouth, Kingston and soon 
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enter Plymouth, whose historic doors 
are always open. Here are Plymouth 
Rock, Burial Hill and Town Brook, 
where the Pilgrims got their drinking 
water. Even today trout lurk in many 
a dark corner of the brook. 

Completing this drive you might 
visit Duxbury. Not only have they a 
marvellous beach where you can swim 
or bask in the sun, but for historical 
points of interest there are the Myles 
Standish Monument, the John Alden 
House, which was built in 1653, and 
the Governor Edward Winslow House 
which is arranged to look exactly ‘as it 
did in 1700. Excellent luncheons, teas 
and dinners are served at the latter 
house and the prices are moderate. 

From Route 3-A in Duxbury you will 
get back onto route 3 and thus retrace 
your ride to Boston. 


ADVICE TO YOUNG BANKERS 


No better advice could be given to the 
young people in a big bank than to 
study the psychology of success; to 
systematically observe the methods and 
characteristics of those who have made 
good—who have crashed through to the 
better jobs. You will note that as a 
rule they display reserve and calmness 
and seldom get really excited. They 
don’t talk too much. Economy of words 
may betoken a wealth of ideas. They 
fight against being carried away by the 
force of their own arguments and thus 
losing their sense of proportion. Their 
mental processes should be those of the 
judge on the bench, not of the lawyer 
arguing his side of a case.—A. R. Horr, 
Vice-President, Cleveland Trust Com- 


pany. 
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URING the last century the struc- 
ture of society has become so 
complex that business and indus- 
try has been forced to seek the assist- 
ance of its competitors in order to sur- 
vive. The result has been the spread 
of the trade association movement into 
all fields. As business expanded, the 
financial system of the country had to 
grow to meet new demands. Banking, 
too, recognized this need for codpera- 
tion. Different classes of banks and 
financial institutions have organized 
their own separate associations. There 
are now nearly twenty of these—na- 
tional or inter-state in scope—in addi- 
tion to many affiliated state, regional 
and local groups. Though many of 
the associations are not called “bank- 
ers’ associations,” for our purposes we 
may consider them as such because 
their members perform one or more 
banking function. 

Trade associations in the banking 
business have for the most part a high 
percentage of members drawn from 
their field. They are all interested in 
legislative and regulatory problems and 
in the prevention of fraud, and have 
found that in these voluntary, non- 
profit organizations they could promote 
their general welfare and usefulness, 
secure favorable and uniform legisla- 
tion, gather and disseminate informa- 
tion and statistics on banking functions 
and practices for the education of the 
public and their employes and secure 
mutual protection against crime—bene- 
fits not obtainable in any degree as 
separate entities. It is interesting to 


note from a study of the constitutions 
of the various associations how nearly 
all of them agree on these same broad 
principles. 

A study of the trend of the trade 
association movement reveals some re- 
lationship between general business de- 
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pressions, 
industries and the development of asso- 


depressions in particular 
ciations. Heavy competition, deflation 
and business failures emphasize the 
need for codperation and concerted ac- 
tion. In no business has this been more 
evident than in the banking field in 
the early days. In times of panic and 
banking failures, banks made attempts 
to secure uniform action for their mu- 
tual safety, if not in the present crisis, 
at least as preparation for the future. 
Many instances, too numerous to cite, 
are recorded in early banking history 
of meetings, conventions and embryo 
organizations of bankers, which, either 
on account of antagouism to one an- 
other, inexperience in codperative effort 
or difficulty of communication, met 
with little or no lasting success. 

As early as 1815, before the charter- 
ing of the Second Bank of the United 
States, Secretary of the Treasury Dallas 
tried without success to unite the state 
banks of the country in support of a 
uniform currency to be issued by them 
under supervision of the central gov- 
ernment, but, while acknowledging their 
value and the liberality of some of 
them, he found that charter restrictions, 
duties of directors to their own con- 
stituents, mutual relation and depend- 
ence of the banks of the same state and 
divergence of opinion “presented in- 
superable obstacle to any voluntary ar- 
rangement upon national considerations 
alone for the establishment of a na- 
tional medium through the agency of 
state banks.”* Although representa- 
tives of New York, Philadelphia and 
Baltimore banks met in Philadelphia 
in 1816, no constructive action resulted. 

Then, during the panic of 1837, there 
was general suspension of specie pay- 
ments by banks; values of property de- 


*Knox’s History of Banking. Page 54. 
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preciated; industry and business was 
demoralized; many banks failed. Real- 
izing the need for some action, some 
prominent New York banks issued an 
invitation to banks of other cities to 
send delegates to a convention which 
met at the end of 1837 for nearly a 
week to consider measures for resump- 
tion. There were 135 delegates present 
from eighteen states. The convention 
reassembled the next spring when 143 
delegates attended. The result of this 
convention was the resumption of specie 
payments the following January. 

Before and after the institution of 
national banks, officials of various city 
banks met on numerous occasions, but 
with no significant results. However, 
in 1862 there is recorded the existence 
of an association known as the Central 
Association of Banks for the Suppres- 
sion of Counterfeiting, with ninety-one 
member banks, which aimed to prevent 
counterfeiting and to detect and punish 
counterfeiters. It was probably the 
forerunner of later efforts of banks to 
protect themselves against crime. 

It was not until after the panic of 
1873, when the upset of the money mar- 
ket showed the need for united action 
that any permanent national association 
was formed. Although there were 
somewhat less than fifty industrial 
trade associations in existence before 
1875, none existed as permanent bodies 
in the banking field until the American 
Bankers Association was founded in 
that year. This association had _ its 
origin in the feeling at that time that 
union among banks would result in 
great services to banking interests and 


the public. 
Other Associations 


Since that time, the broadening of 
banking activities and the increase in 
the types of financial institutions has 
resulted in the formation of many other 
bankers’ associations designed to meet 
the special needs of particular groups. 
Some of these have been off-shoots of 
the original association. For example, 
the Investment Bankers Association was 


founded in 1912 after the American 
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Bankers Association Executive Council 
had disapproved, upon vote, a plan to 
form a section of investment bankers, 
as there were sections for other classes 
of banks, i. e., savings, state, etc. On 
the other hand, many associations came 
into being independently, the impetus 
coming from hitherto unorganized 
groups. 

As in the case of industrial trade 
associations, these financial associations 
may be loosely classified according to 
the scope of their membership—vertical 
or horizontal. 

The following groups are included 
in the first classification because their 
combined membership represents prac- 
tically the whole banking fraternity in 
all classes of banks: American Bankers 
Association (1875), United States 
Building and Loan League (1892), In- 
vestment Bankers Association (1912), 
Association of Reserve City Bankers 
(1912), Mortgage Bankers Association 
(1914), Morris Plan Bankers Associa- 
tion (1919), American Association of 
Personal Finance Companies, National 
Association of Mutual Savings Banks 
(1920), Joint Stock Land Bankers Asso- 
ciation (1920), National Negro Bank- 
ers Association (1924), American In- 
dustrial Bankers Association (1934), 
Credit Union National Association 
(1934). 

The horizontal associations, which 
are grouped thus, because their mem- 
bers include, not all banks or bankers, 
but merely a cross-section of bankers 
who are primarily interested in a spe- 
cial function of the financing institu- 
tions which they serve, are: Robert 
Morris Associates (1915), Financial 
Advertisers Association (1915), Bank- 
ers Association for Foreign Trade 
(1921), National Association of Bank 
Auditors and Comptrollers (1924), in 
addition to the Association of Bank 
Women (1921) which fills a unique 
place in this group of associations. 

Two other associations, whose mem- 
bers, though not in all cases bankers, 
are interested in the business of bank- 
ing from some angle, should be men- 
tioned here: National Association of 
Supervisors of State Banks (1902), 
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consisting of state bank officials, and 
Association of States on Bank Taxation 
(1928), which seeks amendment of 
present banking laws so that states may 
be permitted to tax national banks. 


Conclusion 


So the network of the trade associa- 
tion spreads into all branches of the 
banking business, until it seems that 
there can be no part left unorganized. 
Yet, if we are to judge by the past, 
there are always new problems to be 
met by bankers, and new groups are 
formed to meet them. Recent wide- 
spread interest in independent banking 
may augur the formation of another 
important national body in the future. 

On the other hand, as organizations 
outgrow their usefulness, as their work 
is assumed by other groups, or as eco- 
nomic conditions change, they are dis- 
banded. For example, the American 
Acceptance Council, which was in ex- 
istence for many years, was dissolved 
on July 1, 1936. 

As long as banks and bankers are 


eligible for membership in several na: 
tional associations, as well as in the 
affiliated state and local groups, there 
is bound to be some duplication of ef- 
fort and over-lapping of purposes. 
Much indeed can be said in favor of 
the idea of industrial trade associations 
in forming an organization of trade 
association executives. The day may 
come when there will be an association 
of bankers’ associations, which might 
well accomplish similar practical 
achievements in this field. 
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TIME TO REDUCE THE DEBT 


THIs is precisely the time at which the 
United States should be reducing its 
debt, and not increasing it. Under the 
surface of other matters which have re- 
ceived more extensive consideration, 
there is no more urgent problem in 
Washington than the task of conserving 
the national credit for any demand that 
may be made on it in some emergency 


which lies ahead.—New York Times. 
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FINANCE AT A FAIR 


OSMOPOLITAN banking signifi- 

cance of the Golden Gate Interna- 

tional Exposition, which will be 
held in 1939 on a 400-acre island in 
San Francisco Bay, is indicated by the 
plans of its first announced banking 
exhibitor. 

Bank of America will maintain a 
complete branch on “Treasure Island,” 
staffed by linguists who will be pre- 
pared to converse with customers in all 
the tongues of the Pacific as well as 
the languages of Europe. Only a staff 
of linguists could cope with the inter- 
national status of a World’s Fair. 

Information for the banker will be 
plentiful at this 1939 exposition, for 
San Francisco’s skein of commerce and 
finance across the western ocean has 
been drawn closer by the scheduled 
flights of the Clipper Ships, compact- 
ing weeks into days. This trans-Pacific 
air service, combined with Oriental air 
lines, has lengthened and strengthened 
the arm of finance, just as the two 
greatest bridges in the world have uni- 
fied the San Francisco Bay region. 

At the close of the fair, its site will 
key naturally into this aerial accelera- 
tion of transactions. Its 400-acre island 
in the cent.. of San Francisco Bay, re- 
claimed under a WPA appropriation of 
$3,803,000, will be converted into a 
grand central airport to serve as the 
junction of air, land and sea travel for 
the western hemisphere. 

San Francisco has its finger on the 
pulse of mysterious Oriental life and 
trade, and it will all be concentrated 
at this exposition in 1939 for interpre- 
tation in explicit terms. Interpreted 
also will be the natural resources of 
the Pacific slope; the story of its 
doubled population, activity and com- 
mercial significance ‘in the last quarter- 
century will be told, and a live cross- 
section of the New West will entertain 
20,000,000 visitors, according to con- 
servative estimates. — 

Industry, the: arts ».and general 
progress will be grouped in huge ex- 
hibit palaces under various segrega- 
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tions, of which perhaps the most in- 
teresting to bankers will be the Palace 
of Business Progress. This will include 
complete demonstration of business sys- 
tems, office equipment and the means 
and methods of maintaining a smooth. 
running organization. 

The Hall of Mineral Industry will 
summarize mining and reduction pro- 
cesses of the world; the Palace of 
Homes and Gardens will express the 
American urge for home ownership, ex- 
plaining its possibilities from financing 
through architecture to fabrication and 
detailed landscaping. In the building 
devoted to foods, beverages and agri- 
culture the Western leadership in many 
fields of production will be stressed, 
its increasing significance in processing 
and distribution will be noted. 

Financing of the $50,000,000 West- 
ern World’s Fair is based on Federal 
grants approximating $6,250,000 in 
recognition of the permanent airport 
value of its island, which is joined by 
highways to the San Francisco-Oakland 
Bay bridge. Public subscriptions of 
$7,500,000; appropriations of $5,000,- 
000 from California and $1,500,000 
from the Federal Government for build- 
ings and exhibits, and unexpectedly 
brisk completion of negotiations by in- 
dustrial, foreign and governmental ex- 
hibitors already assure international 
scope. 
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“The Financial District of San Srensiom 
From an etching by Anton Schutz 


More than $5,500,000 of the $16,- 
000,000 physical construction program 
has been accomplished, and the re- 
mainder is going forward under a dozen 
separate contracts. Leaders in Western 


finance are the directorate of the 
World’s Fair company, and eleven 
Western states are co-sponsors with 
San Francisco Bay region in building 
up a worthy world attraction for 1939. 





Taxation in Peace and War 


HROUGH the courtesy of Sir Rob- 

ert Horne, former Chancellor of the 

Exchequer, THE BANKERS Maca- 
ZINE has received the following report 
of a recent speech in the House of Com- 
mons made by Hon. Winston Churchill. 
As the matter discussed has its appli- 
cation here as well as in Great Britain, 
it is believed that a publication of the 
report (which is from The Times, Lon- 
don), will be of interest to our readers: 

Mr. CuurcHILL (Epping, U.) said 
that the ranks of the ex-Chancellors of 
the Exchequer had been severely thinned 
in the last few months from death and 
other causes, and he found himself the 
sole survivor, off the Treasury bench, 
on the Government side of the House. 
Therefore it seemed to him that he ought 
not to allow the second reading of the 
Finance Bill to pass without contribut- 
ing an expression of opinion to the de- 
bate. 

He took a friendly interest in the new 
Government. He did not know why he 
did. (Laughter.) He could not go so 
far as to call it a paternal interest, be- 
cause, speaking quite candidly, this was 
not the sort of Government he would 
have bred himself. (Laughter.) But 
if it were not paternal, he thought he 
might call it an avuncular interest. 
(Laughter. ) 

He would begin by expatiating at 
large on the canons of financial ortho- 
doxy. (Laughter.) All taxes were evil, 
but the revenue must be found. A tax, 
said Adam Smith, must be clear, defi- 
nite, and equal. The most healthy tax 
was one whose sole purpose was reve- 
nue. (Hear, hear.) Taxation to give 
effect to some political purpose or even 
to inculcate some moral principle was 
usually found to fall short of the high- 
est standard of financial economy. 
Taxes should raise the largest sum of 
money with the least possible disturb- 
ance of the life and business of the 
nation. Another test was the propor- 
tion of the cost of collection to the reve- 
nue yield. 

It was the Socialist idea that the mak- 
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ing of profits was a vice and that mak- 
ing large profits was something of which 
a man ought to be ashamed. 

Mr. GALLACHER (Fife, W., Com.) .— 
For which he ought to be gaoled. 

Mr, CHURCHILL said that he held the 
other view. He considered that the real 
vice was making losses—(laughter)— 
and that to lead a large number of wage- 
earners and shareholders up a blind 
alley to bankruptcy and disorganization 
was almost a crime. (Hear, hear.) In 
happy Communist Russia failure at the 
head of manufacturing or trade enter- 
prise was often considered sabotage, 
punishable by death or some less pun- 
ishment in that somewhat elaborate 
legal code. (Laughter.) 


Essence of Profiteering 


The making of profits was a virtue 
and no one should regard it more as a 
virtue than a Chancellor of the Ex- 
chequer, with his income-tax, supertax, 
surtax, and death duties, which could 
take, without the death duties, 14 s. in 
the £, and with the death duties, ac- 
cording to an answer given by Lord 
Snowden, the whole lot if you insured 
against the death duties under the pres- 
ent scale. (AN Hon. MEMBER.—Even 
more.) It was no good budgeting for 
a hiatus. (Laughter.) 

The charge of profiteering was justly 
odious. The essence of profiteering was 
that it was the exploitation of monopoly 
or of famine, disaster, or war. In pre- 
War days they used to say “Socialism 
attacks capital; Liberalism attacks 
monopoly.” It was the exploitation of 
monopoly or some public misfortune 
which constituted the essential venom 
of profiteering. 

The excess profits duty, with all its 
many anomalies and wasteful defects, 
was a great act of moral and social jus- 
tice. Millions of men had to go to fight 
and die, while others who stayed at 
home made great fortunes, and it was 
essential that a portion at least of this 
money should be reclaimed. In one year 
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£300,000,000 or £400,000,000 was re- 
covered at one stroke. The profits had 
actually been made and could be as- 
sessed with accuracy. 


He would have gone as far, after the 
War, as a capital levy. (Opposition 
members: Why didn’t you?) He had 
always suffered from a lack of power 
to give full effect to his wishes. (Laugh- 
ter.) Mr. Bonar Law was very much 
inclined in the direction of a capital 
levy. It would have been fair to say 
that no one was to come out of the War 
richer than he went in. (Hear, hear.) 
That ought to be considered in case we 
had another unfortunate experience of 
that kind. 

But that was not the situation today. 
Today, in the conditions of peace and 
free competition, the making of large 
profits could not be judged apart from 
the history of any particular firm or 
person. Profits could not be judged 
apart from risk. How many people 
had tried to build up one of these busi- 
nesses before the successful ones made 
their profits? 


Reward of Enterprise 


If the state was to meddle in the 
wealth-getting process there were no 
grounds of justice for penalizing the 
citizen who engaged in risky enterprise. 
As good a case could be made out for 
the merchant adventurer of modern 
times as could ever be put forward for 
the “safety first” crowd. If the capi- 
talist system was to survive it must be 
continuously refreshed by the enter- 
prise, genius, inventiveness, sacrifice, 
and audacity of individuals. They 
should not disparage or hinder new 
businesses making new work for the 
old unemployed. 

The House of Commons, where all 
classes and interests were represented, 
ought not to take a view against the 
equity shareholder or the bold pioneer 
who pushed his way through and reaped 
his just reward of what looked like 
enormous profits. If once they penal- 
ized the spirit of individual daring and 
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initiative—he was not suggesting that 
was the view of the Government—if 
legislation took on that suggestion they 
were abandoning the capitalist system 
and they ought logically to go to the 
other extreme and weave the whole in- 
dustry of the country into one vast 
structure under state control. He was 
against that. He would regret to see 
the Conservative Party get into any po- 
sition where it could be suggested that 
it took a hostile attitude towards adven- 
turous, novel, risky, and speculative en- 
terprises. That would impede the new 
energies which the flood of youth con- 
tributed every year to our forward 
progress. 

This present National Parliament 
should make it clear that they had no 
objection against new businesses and 
rising businesses or against adventur- 
ous and speculative enterprise, and 
should assert that those businesses ought 
to have their profits under the law and 
make their way if they could, subject 
to income-tax, supertax, surtax, and 
death duties. (Laughter.) 
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ADVANTAGES OF THE COM- 
MUNITY-OWNED BANK 


I BELIEVE in uniformity in banking op- 
erations, but I am far from convinced 
that widespread branch banking, even 
within state boundaries, is desirable. I 
am opposed to branch banking across 
state lines, because I feel that it would 
be dangerous to business, industry and 
agriculture in the smaller communities, 
for it would certainly mean the tighten- 
ing of credit sources and centralization 
of funds in financial centers remote 
from those communities. 

For my part, I favor developing the 
farms, the apple orchards, the cream- 
eries, the mines and the retail businesses 
of our own communities, and I feel that 
the community-owned bank, properly 
supervised, is still the best answer to 
the problem.—Milton R. Morgan, 
President, Virginia Bankers Associa- 
tion. 
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HE approaching American Bankers 

Association Convention in Boston 

makes it fitting to review the posi- 
tion of Boston’s commercial banks, and 
to note some of the characteristics of 
this interesting group of institutions. 

Here in the fourth largest American 
banking city and the financial capital 
of New England, in the world’s most 
important wool, leather and fish mar- 
ket, a compact group of six national 
banks and nine trust companies serve 
commercial and fiduciary needs in char- 
acteristic New England fashion—pru- 
dently and conservatively. 

Sometimes this prudence and con- 
servatism have seemed pale in compari- 
son with more aggressive expansion 
policies in other banking centers, but 
at other times, notably the recent de- 
pression, Boston banking policies have 
been vindicated by the record of fewer 
failures and high liquidity during the 
banking crisis. 

Because of their conservative policies, 
Boston banks are moderate and not big 
money makers—but they make up in 
safety and stability what they lack in 
high rates of earnings or expansion. 
Depositors are obviously strongly pro- 
tected by such policies; and from a 
long-term investment point of view, 
stockholders may well ask themselves 
which are the safer investments—banks 
which reach for income and hence have 
volatile ups and downs, or banks that 
take fewer chances and show steadier 
results. 

Conservative policies generally assure 
permanence, and thus great age is not 
a surprising characteristic of Boston 
banks. The six national banks in the 
city average about 109 years in age, 
five of the six banks being over 100 
years old. The oldest is 153 years old 


(First National Bank, dating from 
1784), and the youngest, a compara- 
tive “youth,” is the National Rockland 
with its 84 years (established in 1853). 
These venerable institutions have grown 
up with the country and met the test of 
many financial crises and depressions. 

Boston and the territory of which it 
is the financial capital are the home of 
many wealthy families who have long 
provided an important market for trust 
service. It is estimated that Metropoli- 
tan Boston alone reports the greatest 
number of net worths of over $100,000 
in America, excepting the New York 
metropolitan area. The seven leading 
trust companies in Boston, led by the 
Old Colony Trust Company, affiliate of 
the First National Bank, report total 
assets in their trust departments of over 
$900,000,000. The two pioneer trust 
companies are the New England Trust 
Company (1869) and the Boston Safe 
Deposit and Trust Company (incor- 
porated 1867 but began business in 
1874). 

In the present recovery from the re- 
cent depression, Boston banks have par- 
ticipated well in general banking im- 
provement. Despite lower than average 
volume of Government spending in 
New England, deposits of member 
banks in the city of Boston increased 
$242 million, or over 27 per cent., from 
Dec. 31, 1933, to Dec. 31, 1936, to reach 
new high levels in several instances. 

As in the case of other banks, Bos- 
ton banks were obliged to keep a large 
part of their earning assets in short- 
term Government securities during the 
period of deflation in loans. During 
the past year, however, loans and dis- 
counts expansion of Boston banks has 
accounted for more than the entire in- 
crease in earning assets. 
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The eleven member banks in the city 
of Boston increased loans by $53 mil- 
lion, or 12 per cent., during the year 
ending June 30, 1937. The pace of 
this expansion is only slightly below 
the 15 per cent. gain averaged during 
the same period by reporting member 
banks in 101 leading cities. However, 
the Boston banks now have a higher in- 
vested position in loans, which average 
46 per cent. of deposits, compared with 
37 per cent. for the member banks in 
101 cities. 

This gain in loans in Boston com- 
pares with a $14 million decline in se- 
curity holdings for the year ending 
June 30, 1937 (gain of $29 million in 
Governments offset by $43 million drop 
in “other” securities). Thus, earning 
assets have shown net expansion of $39 
million for the past year, entirely 
traceable to the bulge in loans. Table 
I summarizes this gain in earning assets. 

The undistributed profits tax, which 
penalizes “ploughing back” of earn- 
ings as a source of working capital for 
business, makes it cheaper for business 
to borrow from banks for current needs 
and building up inventories. This fac- 
tor has played a part in the loans ex- 
pansion of Boston banks, but it is par- 
ticularly interesting to note that Boston 
banks are doing a better marketing job 
on their credit facilities and doing more 
“retailing” of bank credit in the form 
of personal loans, installment financing 
and “small” loans. 

Boston banks operate with good 
leverage on a fine earnings spread. De- 
posits range from 5% to over 11 times 
capital funds for the national banks 
listed in Table II, and earning assets 
range from 454 to 8 2/3 times capital 
funds. Average return received on 
loans and discounts during 1936 was 
2.8 per cent.; on securities, the aver- 
age return was 2.6 per cent. With the 
bulk of security holdings in short-term 
maturities, Boston banks have benefited 
from the rise in the Treasury bill rate 
from 0.19 per cent. June 30, 1936, to 
0.62 per cent. June 29, 1937; in the 
yield on Treasury notes from 0.78 per 
cent. to 1.34 per cent.; and from smaller 
mark-ups in bankers’ acceptances and 
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commercial paper, Rates on security 
loans have also improved. 

These “selling prices” for their funds 
compare with average deposit cost of 
only 5.6 per cent. of gross earnings in 
1936 for member banks in the city of 
Boston. In accordance with the law, 
no interest is paid on demand deposits, 
which total about 89 per cent. of ag- 
gregate deposits as of June 30, 1937. 
Average interest rate paid on savings 
deposits was 1.6 per cent. in 1936, and 
on other time deposits, 0.5 per cent. 
As of June 30, 1937, private demand 
balances totaled about 60 per cent. of 
deposits of the national banks in Table 
II; public funds, 9 per cent.; bank de- 
posits, 20 per cent.; and private time 
deposits, 11 per cent. 

With such low interest cost of de- 
posits, Boston banks have the great 
earnings advantage of a low operating 
expense ratio—only 621% per cent. of 
gross earnings for the year 1936. This 
leaves an operating earnings margin of 
371% per cent. of gross, on which the 
banks can afford to operate conserva- 
tively. It is of interest to note that 
some “mopping up” of charge-offs was 
still being done, net charge-offs total- 
ing 19.9 per cent. of gross for 1936, 
against 17 per cent. in 1935. Net profits 
(before dividends) were 27.8 per cent. 
of gross for both 1936 and 1935, a good 
net margin. 

For 1936, the 11 member banks in 
Boston showed net current operating 
earnings equal to 7.8 per cent. on capi- 
tal funds, a rate of profit the same as 
in 1935. For the entire Boston Federal 
Reserve district, net profits after all 
charges averaged 6.34 per cent. on 
capital funds for 1936, compared with 
4.95 per cent. in 1935. This was the 
second lowest earnings rate shown by 
districts, the average for Philadelphia 
being 5.87 per cent., and compares with 
12.28 per cent. average for the Chicago 
district and 10.59 per cent. average for 
the Kansas City district. These figures 
emphasize the conservative nature of 
banking profits in Boston. 

However, Boston banks have tradi- 
tionally operated on the basis of con- 
servation of principal primarily, with 





EXAMINATIONS - SYSTEMS - TAXES 
FOR 


Banks and Trust Companies 


McARDLE & McARDLE 


ACCOUNTANTS AND AUDITORS 


Forty-Two Broadway, 


income secondary. Among the many 
lessons that may be derived from the 
experience cf this group is that a con- 
servative earnings policy pays lasting 
dividends in the form of enhanced 
safety, greater public confidence, 
steadier operations and longer life. 


Individual Banks 


First National Bank.—Dating origi- 
nally from 1784 as the Massachusetts 
Bank, this institution shares with the 
Bank of New York and Trust Company 
the distinction of being the oldest exist- 
ent banking institution in the United 
States. A national bank charter was 
secured in 1865. The modern history 
of the institution dates from 1903, when 
the First National Bank of Boston 
(originally chartered as the Safety Fund 
Bank in 1859), merged with the Massa- 
chusetts National Bank. Under the 
leadership of the late Daniel J. Wing, 
the institution reached banking heights 
in the following generation from 1903 
to 1935, when Mr. Wing retired. It is 
indicative of the sound structure of the 
organization that a new high record in 
deposits and substantial gains in earn- 
ings have since been achieved under 
Mr. Wing’s successors, Bernard W. 
Trafford, chairman, and Philip Stock- 
ton, president. 

During the decade ending 1929, the 
institution achieved rapid growth, one 
bank being absorbed (International 
Trust Company in 1923) and capital 
being increased on four occasions 
through offering of subscription rights 
to stockholders which brought in $32,- 


New York City 


500,000 paid-in funds. Late in 1929, 
the Old Colony Trust Company, all of 
whose stock is now trusteed for the 
pro-rata benefit of First National stock- 
holders, was acquired, and in 1930, 
merger of the American Trust Company 
brought capitalization to $44,500,000. 
In October of 1935, the capital was re- 
duced by half and the full amount of 
the reduction was transferred to surplus. 

Since 1930, the institution in its ca- 
pacity as New England’s largest bank 
has played a stabilizing réle in New 
England banking. It took over the At- 
lantic National Bank and Jamaica Plain 
Trust Company, thus strengthening pub- 
lic confidence at a time of banking 
crisis. 


The institution ranks as the ninth 
largest bank in the United States. A 
complete domestic and foreign banking 
business is transacted through main 
office at 67 Milk Street, Boston, and 
24 branches in Boston, as well as 
branches in Buenos Aires and Rosario, 
Argentina; and Havana, Santiago, Cien- 
fuegos and Sancti Spiritus, Cuba. 
Representatives are also maintained in 
London and Berlin. Through these for- 
eign banking facilities, the bank is well 
equipped to handle the international 
banking requirements of the wool, 
leather and textile trades in its terri- 
tory. 

Besides having as its trust unit the 
Old Colony Trust Company, largest 
trust company in New England, another 
affiliated company, Old Colony Trust 
Associates, owns an interest in eleven 
growing banks in suburban Boston. 
These eleven banks reported combined 
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First Nationa Bank 
(000 omitted) 


Capital 
Funds 
$72,259 


Amount 
$535,044 
575,607 
632,852 
652,387 
638,227 


*Bank only. {Six months. 


Deposits 


*Indicated 
Net Profits Capital Funds 
$1,349 1.9% 
7.6 6,758 9.1 
9.9 5,573 74 
3.1 6,042 7.8 
—2.2 $2,784 $3.6 


Earned on 
Gain 


—2.9% 





deposits of approximately $100,000,- 
000 as of Dec. 31, 1936, of which $55,- 
000,000 were commercial and $45,000,- 
000 savings deposits. 

Charge-offs of First National during 
the depression were relatively light for 
such a large bank, capital funds de- 
clining from $85.6 million at the close 
of 1930 to $72.3 million as of Dec. 31, 
1933. Recovery record since then is 


shown in the accompanying table. 





Evidence of conservative expansion 
policies is also found in the small 
growth since 1920, which apparently is 
entirely accounted for by paid-in funds 
of $25,000,000 contributed by stock- 
holders in two capital increases. How- 
ever, the bank began building up its 
branch system in 1924 and now has 16 
branches in the city of Boston and one 
in South Boston, in addition to main 
office at 40 Water street. One of its 





NaTionaL SHAwMUT Bank 
(000 omitted) 


Capital 


Funds Amount 


$151,403 

170,380 

169,139 

180,264 

6/30/37 168,450 
*Six months. 


Deposits 


Indicated 
Net Profits 
$1,015 
—624 
825 
875 
*4.26 


Earned on 
Capital Funds 
832% 

—2.0 
2.7 
2.8 

“1.4 


Gain 
—4.2% 
12.5 
—0.7 

6.6 
—6.6 





National Shawmut Bank.—Originally 
incorporated by the Massachusetts Leg- 
islature in 1836 as the Warren Bank, 
this institution changed its name to 
Shawmut Bank and in 1864 secured a 
national bank charter under the present 
title. Fourteen other banks have been 
merged during the institution’s long his- 
tory, but only one of these mergers— 
that of the Citizens National Bank in 
1927—occurred during the post-war 
period. 








affiliates, the Shawmut Association, 
owns an interest in six banks in sub- 
urban Boston. The Shawmut Bank In- 
vestment Trust is another affiliate. 
Interesting indications of new busi- 
ness policies are the installment financ- 
ing and personal loan departments, 
which are relatively recent additions to 
the bank’s complete banking service. 
Operations have been conducted on 
a highly liquid basis since 1929, and 
as a result, capital funds were excel- 


Mercuants Nationa Bank 
(000 omitted) 


Capital 
Amount 
$65,066 
73,550 
86,999 
85,384 
84,116 
months. 


Deposits 


Indicated 
Net Profits 


$455 5.5% 
532 6.4 
518 6.1 
476 5.6 

*222 *2.6 


Earned on 
Gain Capital Funds 
2.5% 
13.0 
18.3 
—1.9 
—1.4 
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Seconp Nationa BANK 
(000 omitted ) 


Capital 
Funds 
$6,219 
6,349 
6,437 
6,556 
6/30/37 6,659 
+Six months, 


Amount 
$57,661 
67,454 
75,153 
77,560 
74,299 





lently conserved during the depression. 
However, the high liquidity maintained 
has reduced earnings. Recent trend of 
earning assets indicates that the bank 
is keeping a more fully invested posi- 
tion—cash ratio to deposits was reduced 
from 52.5 per cent. Dec. 31, 1936, to 
28.5 per cent. June 30, 1937, and loans 
during the same period have expanded 
about $9,000,000. 





Deposits 


Indicated 
Net Profits 
5.3% 


$327 
17.0 450 7.1 
11.4 407 6.3 
3.2 519 78 


Earned on 


Gain Capital Funds 


11.6% 


ing its history, all in the period 1912-16. 
However, operations are conducted at 
one office, 28 State street, a site con- 
tinuously identified with the bank since 
1837. 

Growth has been moderate but steady 
and accomplished without any paid-in 
funds by stockholders. Capital funds 
reached a total of $9,778,000 in 1929, 
compared with $8,489,000 in 1921, af- 





NationaL Rocktanp Bank 
(000 omitted) 


Capital 
Funds 
$4,323 
4,323 
4,323 
4,323 
4,366 
*Dividends paid. 


Amount 
$23,751 
25,091 
28,546 
31,313 
28,830 
+Six months. 


6/30/37 





Recovery record of the bank has been 
as shown in the accompanying table. 

Merchants National Bank.—Origi- 
nally established in 1831, this institution 
rapidly attained a commanding position 
and by the time of the Civl War, it was 
the largest in New England. National 
bank charter was obtained in 1864 and 
since then, capital has remained un- 
changed at $3,000,000 ($100 par 


value). Four banks were acquired dur- 


Deposits 


Indicated Earned on 


Gain Net Profits Capital Funds 
12.7% $240* 5.6% 
5.7 240* 5.6 
13.8 150* 3.5 
9.8 188* 4.3 
+118 $2.7 


ter payment of dividends ranging from 
14 per cent. to 16 per cent. per annum. 
Charge-offs were light in the recent de- 
pression, and capital funds dipped only 
to $8,242,000 Dec. 31, 1933. Since 
then, recovery record has been as shown 
in the accompanying table. 

Second National Bank.—The success 
of the Second National Bank, originally 
incorporated: in 1832, began when the 
Beal family first became interested in 


Stare Srreet Trust Company 
(000 omitted ) 


Capital 
Funds 
$6,728 
6,748 
6,740 
*8,890 
9,142 


Amount 
$57,014 
63,102 
66,918 
86,741 
79,011 
“Merger. 


tDeposits 


tCommercial department. 


Indicated Earned on 


Net Profits Capital Funds 
2.3% $382 5.7% 

10.7 350 5.2 

6.0 232 3.4 


* 7 


Gain 


—8.9 
tSix months. 


407 


$4.5 
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TABLE I 
11 Member Banks in Boston 


(000 omitted) 
June 30, 1936 
$420,394 
290,111 
120,238 
444,980 


Total earning assets .......... $ 855,329 


Government securities 
“Other” securities 
Loans and discounts 


Deposits 


June 30, 1937 
$316,177 
319,737 
77,218 
497,865 
$ 894,820 
1,069,953 





its affairs in 1857. Since then, the Beal 
banking family has continuously headed 
the institution. 

From an original $900,000, capital 
reached $2,000,000 in 1903 and has re- 
mained unchanged since. Growth was 
conservatively moderate in the post-war 
decade, but it has been in the present 
recovery that the bank has achieved its 
best progress. Deposits as of Dec. 31, 
1936, reached a total of $77.5 million, 
compared with $38.9 million at the 
close of 1929 and $30.5 million in 1921. 
Business is conducted at main office at 
111 Franklin street, larger quarters 
into which the bank moved in 1930, 
and one branch. 


The bank enjoys proportionately the 
largest volume of deposits among Bos- 
ton banks, deposits being over 11 times 
capital funds. The available funds are 
well invested, too, earning assets total- 
ing 8 2/3 times capital funds. Only 
3 per cent. of deposits are time de- 
posits, indicating the low cost of funds. 

The accompanying table summarizes 
the outstanding recovery record in Bos- 
ton of the Second National. 

National Rockland Bank. Established 
in 1853, this institution is relatively a 
“newcomer” to. “downtown” Boston 
banking. In 1925 it moved to Congress 
street, Boston, keeping its Roxbury office 
as a branch. At the close of 1924 de- 





TABLE II 
Leading Boston Banks and Trust Companies, as of June 30, 1937 


(Listed according 
Leverage Ratios 
(Times Capital Funds) 
Earning 
Deposits Assets 
National Banks: 
First National 
National Shawmut .. 
Merchants Natl. .... 
Second National .. 
Natl. Rockland .... 
Webster & Atlas .. 


7.38 
5.50 
9,80 
11.16 
6.60 
8.99 


7.28 


6.12 
4,75 
8.08 
8.66 
5.03 
7.43 
6 national banks .. 6.04 

Capital 
(000 omitted ) Funds 
Trust Companies: 


Boston Safe Deposit 
Day Trust 
Fiduciary 

New England 

Old Colony 

Pilgrim 

State Street 

United State; 


$5,964 
3,075 
1,141 
3,995 
10,270 
758 
9,127 
2,221 


. $36,551 


8 trust companies 


29.2% 
28.5 
26.0 
32.9 
35.7 
29.4 


29.3% 


Commercial Department 
Earning Assets 


$32,442 
9,282 


to size of deposits) 


Earning Assets to Deposits —__—__ 
Gov. Secs. Other Secs. Loans & Disc. 


— 


Cash 


34.1% 
24.6 
24.5 
15.5 
16.7 
16.9 


29.3% 


1.3% 
4.3 

16.4 
5.9 
28 
19 


41.6% 
57.5 
414 
56.2 
59.9 
63.7 


46.4% 


7.3% 


Savings Dept. 
Deposits 


Trust Dept. 


Deposits Assets 


$34,496 
10,085 
1,859 
34,846 


$301,561 
9,283 
27,908 
156,571 
$28,310 
12 
89,431 
9,776 


$922,852 


5,646 
77,776 
8,729 


$173,437 
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posits were $8.8 million. The next 
year, after it moved, it reported de- 
posits of $19.7 million. Growth in de- 
posits has continued at a pleasing rate, 
total as of: Dec. 31, 1936, reaching 
$31.3 million. No mergers have been 
responsible for any of this gain. 

After a decline from $5.5 million in 
1929 to $4.3 million in 1932, capital 
funds were kept unchanged at this 
latter figure and all excess earnings 
over dividends paid were credited to 
reserves. Dividends (ranging from 
$3.45 in 1929 to $2.50 in 1936) were 
continued, dividend record being un- 
broken since the bank procured a na- 
tional bank charter in 1864. However, 
for 1937 this reserve-building book- 
keeping policy has been changed and 
capital funds have since reflected cur- 
rent additions from earnings. 


The recent pace of loan expansion 
has been rapid, loans showing a gain 
of about $4 million, or almost 30 per 
cent., since Dec. 31, 1936. Since 1933 
deposits have gained over 21 per cent. 
The accompanying table summarizes 
the recovery record of this growing in- 
stitution. 

State Street Trust Co.—Established 
in 1891, this institution merged in 1925 
the National Union Bank, which had 
dated from 1792. Recent history is 
characterized by excellent growth. De- 
posits grew from $32 million at the 
close of 1921 to $62 million as of Dec. 
31, 1929, and $67 million at the close 
of 1935. In mid- year of 1936 the 
Union Trust Co. (formerly known as 
the Kidder Peabody Trust Co.) was 
acquired and deposits at the close of 
1936 were thereby swelled to a total of 
$87 million. 

As a basis for this rising volume of 
deposits, stockholders in 1925 and 1936 
paid in $2,600,000 in additional cap- 
ital funds through subscription rights. 
Capital, however, still remains moderate 
at $3,890,000 ($100 par value). 

The company’s commercial depart- 
ment has total assets of $92 million, 
compared with $89 million in assets in 
its trust department, and its commercial 
department deposits of $79 million en- 
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able it to rank as the fourth largest 
commercial institution in Boston. 

The company is a good money maker, 
with its combination of lucrative com- 
mercial and trust business. During the 
first half of 1937, indicated net profits 
total over $400,000, or 414 per cent. on 
capital funds. Earnings leverage is 
higher than average for Boston, com- 
mercial deposits totaling 844 times and 
earning assets 6.9 times capital funds. 

Since 1933 the strong recovery record 
of this company has been as shown in 
the accompanying table. 


@® 


FLOWER SHOW HELD BY LONDON 
BANKS 


ENGLAND’s greatest financial institutions 
participated as rivals this year in a 
flower show held in the board room of 
the Midland Bank in London, and which 
originated in peculiar circumstances. 

It all began fourteen years ago when, 
according to The London News Chron- 
icle, six men gathered in the washroom 
of the Midland Bank round a colleague 
who had some flower seeds. Each bought 
six-pennyworth from him. 

Then a  good-humored argument 
broke out as to which of the six could 
really grow them. To settle it, the man 
with the seeds, F. W. C. Fleming, a 
paying cashier, agreed to judge the re- 
sults and award the prize—a sweep of 
pints of beer. The contest was held 
and flowers exhibited—in the wash- 
room. 

A director of the bank wandered 
through, learned what had happened, 
and agreed to obtain permission for the 
next year’s competition to be held in a 
room where the women employes also 
could enjoy the exhibits. 

This year the board room was filled 
with blossom: gloxinias and begonias 
from a branch at Loughborough, roses 
from Kent, delphiniums from: Surrey, 
ramblers from London. In one class 
the Westminster Bank took first and 
second prizes, with the Bank, of Eng- 
land third. In another class the first 
prize was won by the Bank of England, 
with the National Provincial; second. 





INVESTMENT AND FINANCE 


Edited by Oscar Lasdon 


The Case For and Against “ Unlisted” Trading 


By Frank P. SmitH 


PART I: UNLISTED DEPARTMENTS 
AND EXCHANGE REGULATION 


A. INTRODUCTION 


HE initial step in the regulation 

of organized securities markets was 

the enactment of the Securities Ex- 
change Act of 1934. This Act was a 
skeleton outline. The Securities and 
Exchange Commission was given au- 
thority to fill in the gaps by promul- 
gating regulations, making careful 
studies of disputed issues, and by rec- 
ommending to Congress further legis- 
lation. 

An important part of the work of 
the Commission has been that of con- 
ducting special studies in fields which 
are to be brought under regulation. 
Two of the important subjects of study 
have been over-the-counter trading and 
unlisted trading. These two types of 
trading involve quite different prob- 
lems. In a sense unlisted trading was 
placed under strict Commission control 
in the original Act, whereas over-the- 
counter trading was left relatively free 
from Commission regulation. 

The problem of unlisted trading has 
received careful study by the Commis- 
sion. The regulations in the original 
Act of 1934 have been modified by 
the amendments of 1936. Trading and 
listing rules have been developed by 
the Commission but the problem has 
not been definitely settled. It is the 
intention of this article to discuss some 
of the problems raised by the con- 
tinuance of unlisted trading, and to 
summarize the case for and against 
unlisted trading. 
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The terms “listed” and “unlisted” 
are confusing. Rule AT1 of the Com- 
mission defines a listed security as 
one “admitted to full trading privileges 
upon application by the issuer or its 
fiscal agent or, in the case of the 


In this article the author dis- 
cusses some of the problems 
raised by the continuance of un- 
listed trading on our securities 
exchanges and summarizes the 
case for and against unlisted 
trading. Mr. Smith is assistant 
professor of economics at the 
University of Rochester in Ro- 
chester, N. Y. 


securities of a foreign corporation, 
upon application by a banker engaged 
in distributing them; and includes se- 
curities for which authority to add to 
the list on official notice of issuance 
has been granted.” The gist of this 
is that the issue in question is added 
to the list of securities traded upon a 
particular exchange only on applica- 
tion of the issuer or agent. Unlisted 
securities, on the other hand, have been 
“listed,” that is, added to the list of 
securities traded on a particular ex- 
change upon application of a member 
of that exchange and ordinarily with- 
out consideration of the wishes of the 
management of the issuing company. 


B. MAGNITUDE OF PROBLEM 


The problem of unlisted trading 


touches many of our securities ex- 
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changes. Of the 22 exchanges, reg- 
istered as of December 31, 1936, 15! 
maintain unlisted departments. Un- 
listed securities are also traded on the 
exempted (i.e. purely local) ex- 
changes. The securities involved rep- 
resent a substantial part of the total 
listed on our exchanges. The accom- 
panying table gives some idea of the 
relative importance of listed and un- 
listed issues on national securities ex- 
changes, as of December 15, 1935.” 


Number of shares 

Number of issues of shares.............. 
Par value of bonds 

Number of issues of bonds 





From the standpoint of shares, par 
value of bonds, and number of issues, 
the unlisted securities thus represent 
a substantial volume of securities to 
be regulated on securities exchanges.* 


The problem of unlisted trading 
does not assume the same importance 
for all the fifteen exchanges maintain- 
ing unlisted departments. A_ large 


1The Baltimore, Boston, Denver, Detroit, 
Los Angeles, New Orleans, Philadelphia, 
Pittsburg, Salt Lake City Stock Exchanges, 
The Board of Trade of the City of Chi- 
cago, Chicago Curb, New York Curb, 
New York Real Estate Securities Ex- 
change, San Francisco Curb and_ the 
Standard Stock Exchange of Spokane. 

The exchanges not maintaining unlisted 
departments are: Chicago, Cincinnati, 
Cleveland, New York, St. Louis, San 
Francisco, Washington Stock Exchanges. 
The New York Stock Exchange has had 
some experience in this field. This ex- 
change established an unlisted department 
in 1885 to permit dealing in industrials. 
Many of the blind pools and manipulated 
securities of this period were in this de- 
partment, and it was abolished following 
the Hughes investigation of 1909. 

*Securities and Exchange Commission, 
Report on Trading in Unlisted Securities 
upon Exchanges, January 3, 1936, p. 30. 

3Figures are available covering trading 
during the month of July, 1935. 4,284,630 
Shares and $100,922,000 face value of bonds 
were traded unlisted; 35,459,364 shares and 
$237,310,300 face value of bonds were 
traded listed. Ibid. p. 5. 
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part of the unlisted trading is effected 
on the New York Curb Exchange. The 
fourteen exchanges, excluding the New 
York Curb, have 45 per cent. of the 
unlisted issues of stocks and 68 per 
cent. of the shares, but only 7 per 
cent. of the issues of bonds and only 
8 per cent. of the face value of bonds.‘ 


Cc. THE NEW YORK CURB EXCHANGE 


Much of the attention directed to- 


Listed 
$2,158,464,297 
1,370 2,645 
6,882,396,436 $25,426,422,544 
564 1,681 


Unlisted 
$1,875,291,931 





wards the problem of unlisted trading 
has been concentrated on the New 
York Curb Exchange. This exchange 
maintains the largest unlisted market 
in the United States. It is also the 


second largest exchange in the United 


States and the major part of the trad- 
ing effected on this exchange is in 
the unlisted department. As of 1934 
approximately 82 per cent. of the 
trading on this exchange was unlisted.® 


Much of the criticism of unlisted 
trading has been directed at the proce- 
dure whereby issues in this department 
were, prior to 1934, admitted to trad- 
ing. This procedure has been changed 
under the Securities Exchange Act of 


4“The bonds admitted to unlisted trad- 
ing privileges outside of the New York 
Curb Exchange are not numerous or sig- 
nificant, but stocks are. Some of the 
smaller stock exchanges, like Philadelphia, 
if I may use it as an example, deal to a 
very large extent in unlisted securities, 
but mostly stocks. Very rarely are un- 
listed bonds to be found on the smaller 
exchanges.” Testimony of Chairman Landis, 
“Hearings before the Senate Committee on 
S. 4023,” Feb. 11, 1936, p. 5. 

5Grubb, E. B., “Statement in respect to 
S. 2693,” published by the New York Curb 
Exchange, New York, 1934. As of Feb. 23, 
1934, there were 365 issues of stocks and 
19 issues of bonds fully listed, and 1,069 
issues of stocks and 620 issues of bonds 
unlisted, on this exchange. 
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1934. In order to appraise the worth 
of trading privileges on organized ex- 
changes, such as the New York Curb, 
it is necessary to understand how these 
issues were formerly placed on such 
exchanges and the conditions surround- 
ing such listings. 

Prior to 1934 the information re- 
quired, and the procedure of admitting 
securities to trading on the New York 
Curb, in the “listed” and “unlisted” 
departments was quite different. For 
the most part, securities admitted to 
trading with fully “listed” privileges 
were securities of new companies. The 
Curb served as a primary market for 
issues of new organizations. It was 
quite different in the case of unlisted 
issues. Issues admitted te this classifi- 
cation were never issues of new com- 
panies. A history of at least two 
years was required and Curb officials 
claimed that proof was demanded of 
the existence of public markets before 
issues would be admitted to unlisted 
trading privileges. In fairness to the 
Curb it must be admitted that many 


of the unlisted issues were of strong, 
well-seasoned companies which had 
little interest in the quotations on their 


issues. Under such conditions there 
was little incentive for the issuer to 
take the trouble and expense necessary 
to secure formal listing privileges on 
any organized exchange. At the same 
time there might exist wide holdings 
of these securities and a demand might 
arise for an organized market. In 
such cases a member of the Curb, who 
was also a stockholder of the company 
in question, could make an application 
to have the issues of that company 
admitted to unlisted trading. 

A sweeping investigation into the 
activities of the Curb was made in 
1933 under the leadership of Attorney- 
General Bennett of New York State. 
As a result, the rules of the Curb were 
changed in many particulars but no 
issues were added to the unlisted list 
under the revised rules. Consequently 
the unlisted issues on this exchange 
have been carried over from the period 
prior to 1933, and it is the procedure 
of this earlier period that is im: 
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portant today as having conditioned 
the adding of these securities to the 
unlisted department of the Curb. 

One of the early rules laid down for 
unlisted issues was the requirement 
that financial statements should be pub- 
lished in some of the financial or sta- 
tistical manuals, such as Poor’s or 
Moody’s, or that copies of financial 
statements should be presented to the 
Committee. When the reports were 
published in acceptable manuals, copies 
of published statements were not re- 
quired. The security in question was 
passed or rejected after consideration 
of the character of the company and 
the security, the earning record of the 
company, the distribution of the issue, 
and the market existing therein. 

Since the member offering the issue 
for trading was required to be a 
stockholder of the issuer, this com- 
bination of requirements enabled the 
broker to secure the meager informa- 
tion required. The issuer could be 
completely ignored and might not even 
be aware of the fact that its securities 
had been admitted to unlisted trading. 

Testimony was introduced during the 
Bennett investigation which indicated 
that the Curb was completely out of 
contact with issues of stocks and bonds 
in the unlisted department. Such testi- 
mony suggests that if the issuers had 
been cooperating in the listing of 
such issues the Curb would have been 
apprised of significant changes in the 
issues traded and in the condition and 
operations of the issuing companies. 

A second part of the admission re- 
quirements for unlisted issues prior to 
1933 was the requirement that the 
member presenting the application 
prove the existence of a market in 
New York City for the security under * 
consideration. This requirement was 
designed to show that the Curb, by 
placing the issue on an organized 
market, was rendering a service to 
those persons trading in that particu- 
lar issue. 

The 1933 investigation disclosed that 
in the period prior to 1929 many se- 
curities were admitted to unlisted 
privileges although markets in New 
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York City did not actually exist. That 
is, the security issues were unknown 
in the trading area served by that 
exchange and there was little demand 
for facilities to buy and sell these 
issues. 

The existence of a market is neces- 
sarily connected with the question of 
public distribution of securities. The 
1933 investigation disclosed the fact 
that 47 corporations had requested 
the removal of their stocks from the 
unlisted department during the period 
January 1, 1928 to April 1, 1933. The 
reason most commonly advanced was 
that the quantity of shares outstanding 
and on the market was so small as to 
make these issues susceptible to man- 
ipulation. As against these requests, 
the Curb officials explained that the 
maintenance of such issues in the un- 
listed department was in the interests 
of the public. However, “ if it 
be shown that injury to the company 
or to its stockholders will result from 
a continuation of trading, trading will 
be suspended.””* 

Following the 1933 investigation 
issues of 505 companies were dropped 
from the two departments. Stocks of 
48 and bonds of 2 companies were 
dropped from the listed department; 
stocks of 463 and bonds of 174 com- 
panies were removed from the unlisted 
department. In all 687 issues were 
removed from the combined list. The 
Curb reported that of the 174 com- 
panies having bonds removed from the 
unlisted department, 154 were removed 
because of inactivity. Out of a total 
of 463 companies having stocks re- 
moved from this department, the issues 
of 351 companies were dropped be- 
cause of inactivity." 

The revision of the rules in 1933 
represented substantial improvement 
over previous rules. Better financial 
information was to be presented and 


‘Grubb, E. B., “Statement in respect 
to Exchange trading in Unlisted Securities 
as affected by S. 2693 and H. R. 7852,” 
published by the New York Curb Ex- 
change, 1934. 


TReport of the President, New York 
Curb Exchange, 1933-1934, pp. 18-19. 
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more emphasis was placed on the type 
and certification of reports than pre- 
viously. However, as compared with 
the information to be presented for 
admittance to listing trading, this  in- 
formation was most inadequate. The 
indirect procedure necessitated by this 
method of admitting issues to trading 
left issuers quite free from any com- 
pulsion which the Curb might desire 
to exercise. 


D. REGULATION OF UNLISTED TRADING— 
THE SECURITIES EXCHANGE ACT OF 1934 


The Securities Exchange Act of 1934 
directed the Commission to make a 
study of trading in unlisted securi- 
ties and to report to Congress on 
or before January 3, 1936. The Com- 
mission was further authorized to 
a prescribe terms and conditions 
under which, upon the application of 
any national securities exchange, such 
exchange (1) may continue until June 
1, 1936, unlisted trading privileges to 


which a security had been admitted 
on such exchange prior to March 1, 
1934, and for such purpose exempt 
such security and the issuer thereof 
from the provisions of this section 


ema a fe extend until 
July 1, 1935, unlisted trading privi- 
leges to any security registered on any 
other national securities exchange 
which security was listed on such other 
exchange on March 1, 1934.”* 

Under authority of this section the 
Commission formulated rules govern- 
ing the registration of unlisted issues. 
This situation was essentially a tem- 
porary one and the rules were drafted 
to permit easy compliance by the ex- 
changes. The fact that registration of 
unlisted issues could be made by the 
exchanges rather than by the issuers 
aided in keeping issues in the unlisted 
departments. If the Commission had 
required that applications for registra- 
tion be made by issuers it is probable 
that many of the issues then traded 
unlisted would have been removed 
from the exchanges. 


8Section 12 (f). 
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Securities registered by cxchanges 
under the rules of the Commission 
gained more than the mere right of 
trading. The issuers of such securities 
were not bound to conform to Section 
13 of the Act which specified minimum 
reports and publicity, and the direc- 
tors, officers and stockholders were not 
bound by Section 16 which required 
certain reports of large stockholders 
and officers. 

The provisions regulating unlisted 
trading in the Securities Exchange Act 
of 1934 had the effect of continuing 
the unlisted trading permitted prior to 
1934 but checked further extension of 
such trading. Congress recognized that 
this type of trading was contrary to 
the spirit of the Securities Exchange 
Act and allowed the Commission time 
in which to make a careful study of 
the problem, without accepting the 
principle of unlisted trading. 


PART II: CASE FOR AND AGAINST 
THE CONTINUANCE OF 
UNLISTED TRADING 


The solution of the problem of un- 
listed trading necessarily involves con- 
flicting interests. The evolution of 
stock listings has been from the in- 
terior exchanges to the New York 
Curb Exchange and thence to the 
New York Stock Exchange. Conse- 
quently, the interior exchanges are 
interested in maintaining secondary 
markets for securities listed on the two 
leading New York City exchanges. 
Additions to the number of fully listed 
issues are likely to be at the expense 
of unlisted departments or of over-the- 
counter dealers. Additions to the 
number of unlisted issues are likely 
to be at the expense of over-the-counter 
dealers. Consequently there is a di- 
vision of opinion between large and 
small exchanges, listed and unlisted 
departments, and exchanges and over- 
the-counter dealers. Many arguments 
have been advanced in support of and 
in opposition to the extension of the 
unlisted trading permitted under the 
1934 exchange legislation. The follow- 


ing discussion attempts to outline and 
appraise the important arguments. 


——~A. DANGER OF LIQUIDATION 


A reason advanced in 1934, and 
again in 1936, is that the elimination 
of unlisted trading would result in a 
serious decline in security values. 
This result would naturally depend 
to some extent on the steps taken by 
the issuers whose securities have been 
traded in unlisted departments. Such 
issuers could choose between formally 
listing on exchanges, which would 
mean complying with the publicity 
provisions of the Act, and permitting 
their issues to go on over-the-counter 
markets. It seems fair to assume that 
most of those issues which are traded 
unlisted only are so traded because 
the issuers have not been willing, for 
reasons of expense, trouble, and pub- 
licity, to list such issues. For such 
companies there seems to be little 
reason to expect that if their issues 
should be forced out of unlisted de- 
partments, listing would follow. 

If we can assume that issues which 
are not listed on any exchange and 
which would be removed from un- 
listed trading would probably be trans- 
ferred to over-the-counter markets, 
does it necessarily follow that the 
prices of such securities would decline? 
In the opinion of the Commission such 
declines in market value would follow. 
“Tt is possible that the over-the-counter 
markets would in time absorb these 
securities without any significant de- 
cline in their ultimate value. But dur- 
ing the period of adjustment, which 
might be a matter of months and 
might extend for a year or two, a con- 
siderable degree of disorganization with 
consequent impairment of values 
would presumably occur.”® 

Under Regulation T, effective Octo- 
ber 1, 1934, issues traded in unlisted 
departments are treated as registered 
securities. This means that such issues 
may be used as a basis for the exten- 


Report on “Trading in Unlisted Securi- 
ties upon Exchanges,” p. 14. 
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sion of credit by banks and brokers. 
Should unlisted trading be eliminated 
such issues would lose their preferred 
status. The elimination of unlisted 
issues from margin accounts and re- 
sulting lower loan values as collateral 
might result in a shift from unlisted 
issues to listed issues with a consequent 
impairment of market values of un- 
listed issues. 

Another point in this connection is 
that over-the-counter markets are to 
be brought under Commission regula- 
tion. If this widely-scattered group of 
markets can be effectively controlled 
should securities traded in such mar- 
kets be acceptable as collateral for 
margin accounts? Some temporary 
dislocation of markets will occur if 
unlisted trading is abolished, and any 
such disarrangement is likely to cause 
at least a temporary slump in security 
values. It is perhaps possible that 
this slump might be kept to a mini- 
mum by waiting until over-the-counter 
markets are brought under effective 
regulation and then by adopting a 
lenient policy towards the use of non- 
registered securities as margins. 

The possibility of a slump in se- 
curity prices following the elimination 
of unlisted trading also turns, to some 
extent, on the type of market which 
exists in the unlisted departments. It 
obviously does not follow that because 
an issue is traded in an unlisted de- 
partment, that there is a continuous 
and active market. Many inactive 
issues are available for trading on 
unlisted markets and should these be 
forced on over-the-counter markets 
there might not be any significant 
decline in their market values. In 
support of this argument is the fact 
that the New York Curb Exchange 
has not opposed the pleas of over-the- 
counter dealers for some inactive issues 


on the Curb, and Curb officials have 


admitted that in certain of these issues. 


over-the-counter dealers can maintain 
better markets than can the Curb. The 
changing of a security from an unlisted 
department which is under Commission 
supervision, to over-the-counter houses 
which, at present, are not effectively 


regulated, does appear to work a dis- 
advantage to persons interested in such 
an issue. But this depends, for the 
most part, on which organization is 
better adapted to maintain a _ con- 
tinuous and sensitive market in a par- 
ticular issue. Over-the-counter dealers 
presented testimony during the recent 
hearings on unlisted trading to prove 
that they could make better markets 
in certain issues than could the New 
York Curb Exchange. Their arguments 
seem to prove that the Curb was not 
making close and continuous markets 
in certain issues, rather than proving 
that they (dealers) could make better 
markets. At least this testimony indi- 
cates that should certain issues be 
removed from unlisted trading a poor 
market is not necessarily being substi- 
tuted for a good one.'° 

For those issues which are actively 
traded in unlisted departments and 
which are held in margin accounts as 
collateral, the elimination of unlisted 
trading would probably result in a 
decline in market values. Should such 
issues be listed, there would be little 
likelihood of this result, but many and 
perhaps most of these issues would 
go over-the-counter. The market for 
issues traded over-the-counter might be 
quite as good as the former unlisted 
market but with the present regulations 
the loss of credit standing would pos- 
sibly result in some liquidation. 


B. UNLISTED TRADING IN LISTED 
SECURITIES 


A second reason advanced for per- 
mitting the continuance of unlisted 
trading is that where information re- 
garding an issuer is made available 
through registration on one or more 
exchanges, unlisted trading on other 
changes may be in the public interest. 


10See testimony of Waldo S. Kendall, 
“Hearings before the Senate Committee on 
S. 4023,” Pt. 3, March 12, 1936, pp. 90-98. 
Illustrations were presented of wide 
spreads in the price of Curb stocks of 
which the most extreme was the case of 
“American Express, 1424 bid, 500 offer, last 
sale 175” (p. 96). 
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This would result in the creation of a 
primary market, or perhaps several 
markets of comparable importance, and 
secondary markets which would trade 
against the primary markets. The 
necessity of dealing against the primary 
markets would seem to mean at least 
some duplication of trading, but would 
permit the development of local mar- 
kets with prices in accord with those 
on the primary exchange and with 
savings in time, insurance, mailing 
charges, and possibly in commissions 
and transfer charges. 

The fact that the information regard- 
ing an issuer is made public through 
listing on one exchange does not neces- 
sarily mean that should unlisted privi- 
leges be given another exchange, the 
same information is thereby made 
available in that locality. The task 
of making such information available 
in the locality enjoying unlisted trad- 
ing privileges, however, could be 
placed upon the unlisted department 
or exchange. 

This type of unlisted trading has 
been strongly advocated by the Com- 
mission as a method of protecting the 
smaller exchanges against the increas- 
ing concentration of trading in New 
York City. Prior to 1934 the smaller 
exchanges, as a group, offered to is- 
suers the inducement of less strict list- 
ing standards as compared with the 
New York Stock Exchange. With the 
passage of the Securities Exchange Act 
this inducement was removed. The 
result is that issuers are transferring 
listings from other exchanges to the 
New York Stock Exchange.'' If ex- 
changes have the opportunity of main- 
taining unlisted trading in securities 
which are listed elsewhere, then this 
trend in listing is of less importance. 

The main reason advanced for this 
type of unlisted trading is that infor- 
mation is available regarding the is- 
suer. Where proper safeguards are 


11See “Report on Trading in Unlisted 
Securities upon Exchanges,” Appendix VI, 
for list of companies which have listed 
on the New York Stock Exchange issues 
removed from listing on other exchanges. 
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established including tests of distribu- 
tion and trading activity and when 
steps are taken to make the same in- 
formation available in the locality of 
unlisted trading as is available in the 
locality of listing, then undoubtedly 
this reason is important. However, the 
existence of these safeguards do not 
necessarily lead one to accept unlisted 
trading in secondary exchange markets 
as the logical result. 

Much the same objections are raised 
against over-the-counter trading as 
against unlisted trading and a promi- 
nent argument is that information is 
not available for securities traded in 
over-the-counter markets. Yet this in- 
formation would be quite as_ useful 
for over-the-counter markets as for the 
smaller exchanges with their unlisted 
departments. At the present time the 
choice of unlisted rather than over-the- 
counter trading seems logical since the 
unlisted departments are more strictly 
supervised than are over-the-counter 
markets. However, if over-the-counter 
markets are brought under effective 
regulation there would seem to be no 
more reason for granting unlisted trad- 
ing privileges for issues listed else- 
where than for specifically granting 
over-the-counter trading privileges. The 
information made available by listing 
is equally important to the two types 
of organizations. 


C. NECESSITY FOR UNLISTED TRADING— 
SMALLER EXCHANGES 


The arguments advanced by the 
smaller exchanges all center around 
one point—that such trading is neces- 
sary in order that these exchanges may 


remain in existence. Furthermore, it 
is argued that the continuance of un- 
listed trading in issues thus traded as 
of 1934 is not sufficient. These issues 
will decrease in numbers through re- 
organizations, failures, listings and 
withdrawals so that the volume of 
business to be expected from this group 
of issues is not sufficient to satisfy the 
wishes of these exchanges. 

The extension of unlisted trading 
privileges does seem to offer a way 
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whereby many of our smaller ex- 
changes can secure a greater volume 
of business which, they contend, is 
necessary for their existence. When 
such unlisted issues are also listed there 
seems to be little reason for informa- 
tion not being made available in the 
area of unlisted trading. This inci- 
dentally helps the smaller exchanges 
in meeting the demands of speculators 
and investors who are becoming in- 
creasingly interested in the securities 
quoted through the ticker systems. 
However, this weakens one of the 
principal arguments for the continu- 
ance of our smaller exchanges, namely, 
that they do afford a market for issues 
of local and perhaps little known con- 
cerns. If the extension of unlisted 
trading results in attracting attention 
away from these securities and towards 
securities listed on the larger ex- 
changes it would seem that this policy 
does little either to check the increase 
in trading in New York City or to 
provide better markets for local securi- 
tes. 


D. LACK OF INFORMATION IN 
DEPARTMENTS 


UNLISTED 


One of the strongest arguments 
against the continuance of unlisted 
trading is that the available informa- 
tion is inadequate to permit a free 
and open market for unlisted issues. 
Most of the issues now traded unlisted 
were so traded prior to 1934 and were 
placed in unlisted departments by 
action of brokers. There was little 
or no codperation required of the is- 
suers and consequently there is only 
as much information available regard- 
ing such issues as the issuers choose 
to furnish. The unlisted departments 
have no authority to demand informa- 
tion from such issuers and there is 
no assurance that, should the Commis- 
sion impose publicity requirements, 
these issuers would comply. The situa- 
tion is quite different where issuers 
have issues traded both listed and 
unlisted. 

Admittedly, the lack of information 
regarding issues traded only unlisted is 
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a serious obstacle to the maintenance 
of an effective market. However, the 
Commission has raised a practical ob- 
jection to eliminating unlisted trading 
for this reason. The lack of informa- 
tion is due to the attitude of manage- 
ments of corporations, not to exchange 
regulations, and if issues of these com- 
panies are taken out of unlisted depart- 
ments and placed on over-the-counter 
markets, the attitude of management is 
not thereby modified. 

Congress and the Commission, ap- 
parently, object to unlisted trading in 
principle. But as a practical matter it 
is difficult to prove that the public 
would benefit through the immediate 
elimination of unlisted departments. 
The same lack of information would be 
felt in over-the-counter markets and a 
regulated market would be surrendered 
for what is, at present, an unregulated 
one. 


E. Summary 


The vital point in this controversy 
is that unlisted departments are regu- 
lated and over-the-counter markets are 
not, and so long as this situation exists 
there seems to be little advantage to 
the public through eliminating unlisted 
trading. On the other hand, unlisted 
trading offers few advantages as com- 
pared with regulated over-the-counter 
markets. Assuming equally effective 
regulations in the two markets, then 
there are few reasons for continuing 
unlisted trading. Security issues tend 
to fall into two groups: (1) large is- 
sues, widely held and actively traded, 
which belong on exchanges as listed 
issues; (2) issues closely held, little 
known, small, or for various reasons 
seldom traded which belong on over- 
the-counter markets. Unlisted trading 
has been insinuated into the picture to 
provide markets for both types and has 
permitted companies with issues belong- 
ing in the first group to avoid dis- 
closures while their issues have enjoyed 
exchange facilities. Unlisted trading 
represents an artificial structure erected 
above the two more basic processes of 
listed trading and _ over-the-counter 
trading. 
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Always a sound 
investment LEARNING 
ANOTHER LANGUAGE 


The Berlitz Method, starting with con- 
versation from your first lesson, gives 
you a working knowledge of your new 
language in the shortest possible time. 
You learn to speak, read and write like 
a native. 


Commercial courses for advanced stu- 
dents. Private or class instruction. Day 
or evening. Native teachers. Send for 
catalog. 


Free Demonstration Lesson 


BERLIT SCHOOL OF 


LANGUAGES 


630 Fifth Ave. CIrcle 6-1416 

International Bldg., Rockefeller Center 
Brooxktyw....1 DeKalb Ave. TRiangle 5-2123 
BALTIMORE Baltimore Life Building 
140 Newbury Street 

CHICAGO... 30 North Michigan Avenue 
CLEVELAND Leader Building 
Detroit .. David Whitney Building 
PHILADELPHIA ....226 S. 15th Street 
PiTTsBUuRGH Grant Building 
St. Lovis Studio Building 
WASHINGTON 1115 Connecticut Avenue 


From the practical point of view the 
problem of unlisted trading could per- 
haps be more easily solved by a process 
of slow strangulation than by outright 


elimination. During the period since 
1934 there have been some transfers 
from unlisted departments to listed de- 
partments. If the issues permitting un- 
listed trading facilities could be rigidly 
restricted to those having such privi- 
leges in 1934 this problem would per- 
haps be solved through the gradual 
elimination of these issues. This was, 
apparently, the intention of Congress in 
the original act and for issues traded 
only unlisted, is the intention of the 
Commission as embodied in the 1936 
amendments. However, the 1936 amend- 
ments open up new opportunities for 
unlisted departments by permitting 
unlisted trading in securities listed on 
other exchanges and in cases where 
substantial information is made avail- 
able concerning issues other than by 
listing. These amendments will enable 
unlisted departments to continue trad- 


ing in securities unlisted as of 1934 
plus additions subject to the opinions 
of the Commission. Increased trading 
resulting through these amendments 
will be almost entirely of a secondary- 
exchange nature. In other words, the 
unlisted departments are encouraged to 
seek trading that would otherwise be 
effected on the listing exchange. 


The purpose of these amendments 
seems to be to eliminate gradually 
those issues traded only unlisted but 
to encourage the creation of secondary 
markets in unlisted departments. The 
exchanges gaining through _ these 
amendments will be the smaller ex- 
changes in the interior which maintain 
unlisted departments. These changes 
may check somewhat the concentration 
of trading in New York City; they may 
reduce somewhat the cost of trading to 
the public. But the main result will 
be a stimulus to unlisted trading on 
the smaller exchanges which will aid 
in keeping them in operation. 
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BANKERS SHOULD “MIND THEIR 
OWN BUSINESS” 


As a matter of good banking policy, 
bankers should not permit themselves 
or their institutions to be inveigled into 
questions of great controversial nature 
which have no bearing or interest to 
the business or the profession in which 
they are engaged. Because of returning 
public confidence in bankers, many are 
being solicited by various organizations 
to lend aid and assistance to various 
projects, many of which have no public 
interest, and some which, if accom- 
plished would work adversely to the 
public interest. All such appeals should 
be carefully weighed by the banker be- 
fore endorsement or promotion. His 
good judgment will determine the chaff 
from the wheat and by selecting for his 
outside or public promotional activities 
matters of his own choosing and judg- 
ment his abilities will be used along 
lines useful to his institution and the 
community it serves.—Bulletin Wiscon- 
sin Bankers Association. 
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ADVERTISING AND PUBLIC RELATIONS 
Edited by Malcolm Davis 


An Inexpensive House Organ 


By G. M. UNDERHILL 
Advertising Manager, The Morris Plan Bank of Virginia 


FEW years back we conducted a 

“quiz” among our employes, seek- 

ing to prove (and proving) the 
premise that very few could get a pass- 
ing grade on a questionnaire concern- 
ing even the facts of most general in- 
terest in regard to the bank; such as 
total assets, deposits and capital. Some 
of the answers were ludicrous. One 
employe (who, incidentally, met the 
public all day long) in answer to the 
question, “What is the bank’s capital?” 
—replied by naming an important city. 
(Don’t laugh, gentlemen, you are in for 
a surprise, too, if you ever try a similar 
test. ) 


Four years ago we realized that al- 
though we had better than an average 
percentage of our employes enrolled in 
A. I. B. courses, a major problem was 
to evolve some convenient and interest- 
ing way to keep the employes informed 
as to the bank’s programs, policies and 
progress. So important a part of so 
important a subject as public relations 
we could not afford to overlook. No 
employe can do a good job of selling 
his bank’s services if he is ignorant as 
to what is taking place and never has 
his interest stimulated. We believe, too, 
that as an employe’s interest is quick- 
ened, he performs his routine duties 
more faithfully and tends to be happier 
and more contented in his work. Pri- 
marily, however, we look on our house 
organ as a part of our public relations, 
selling the bank to the employes so that 
they can and will sell it to the public. 


Cost—54 Cents Each 


Twice a month since September 15, 
1933, therefore, our new business de- 


partment has published “Credits and 
Debits—A News Record of the Bank’s 
Progress.” Reproduced by the mimeo- 
graph process (in an outside shop) 
on substantial laid stock mimeograph 
paper, the cost each is 5% cents, of 
which the paper cost is approximately 
1% cents and the reproduction cost 
4 cents. Out total reproduction cost 
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per issue is $11.33 for 205 copies, which 
number is sufficient to give one copy to 
each officer and employe in each of our 
five offices and to fill a “request” mail- 
ing list of thirty-five. 

On the first page of a single folder 
(8% by 11), we use a printed format, 
composed of two small cartoons (one 
man slapping another on the back, and 
another man kicking another), the full 
name “Credits and Debits,” the by-line 
“A News Record of the Bank’s Prog- 
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ress,” the slogan “The Bank for the 
Individual,” then the name of the bank, 
“The Morris Plan Bank of Virginia,” 
followed by Richmond, Petersburg, 
Newport News, Roanoke and Norfolk, 
where our offices are located. All of 
this (including top margin) takes up 
only 314 inches of the 11 inch front 
sheet. The bottom margin carries the 
additional slogan “A State-Wide Sav- 
ings Bank.” Nothing is printed on any 
of the other three pages of the folder 
in order to leave all available space 
for the mimeographed copy. 

The front page and two inside pages 
carry the written articles concerning 
business development, policies, pro- 
grams, highlight achievements, cam- 
paigns, contests, personal news items, 
and usually a quotation or two as space- 
fillers. The back page is devoted to a 


statistical “Business Development Sum- 
mary,” broken down office by office, 
and covering loans, safe deposit boxes, 
savings and checking accounts. 
Frequently we have enough material 
to fill up two more pages, in which 


case we use a single 84% by 11 inserted 
sheet mimeographed on both sides (ad- 
ditional cost $2 per page plus the cost 
of the single sheets of mimeograph 
paper). 

We also use the distribution of 
“Credits and Debits” as a good op- 
portunity to get a copy of every new 
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business folder or other advertising 
matter to the employes, simply stuffing 
the piece inside the folder. All too fre- 
quently, we believe, the employes never 
see the bank’s new printed matter if it 
is not distributed to them in some 
regular manner. 


Value of a House Organ 


The success and worth of our house 
organ is difficult to measure. Yet we 
do know that the employes await its 
publication with keen interest, and if 
it is a day late, with equal impatience. 
As this is being written, one just com- 
plained that she was left out and didn’t 
get her copy. Yes,-we are sure it is 
invaluable in keeping our personnel in- 
formed as to what is going on within 
the bank, and interested in the bank’s 
progress, helping, therefore, to make 
them better employes and better “sales- 
men.” We would not discontinue it if 
it cost several times the small amount 
it does cost. 

Maybe the best measure of the value 
of a house organ, as reflecting a bank’s 
progressive new business and public re- 
lations policies, is the fact that in the 
last four years this bank has increased 
its assets from $10,449,000 to $19,669,- 
000, its savings from $5,799,000 to 
$11,106,000, and is now serving more 
than 80,000 accounts. 


Who's Who in Bank Public Relations 


ROM his home town in Loveland, 

Iowa, Stephen H. Fifield migrated 

to Schenectady, N. Y., there to ac- 
quire an early wisdom from Moore’s 
High School and the Union College Law 
School. 

Liking Schenectady, Mr. Fifield be- 
came associated, in 1904, with the 
Schenectady Savings Bank where he 
browsed through all of the bank’s de- 
partments, winding up as advertising 
manager of the institution. His work 
with the bank was interrupted during 
the war days by his service as a lieuten- 
ant in a machine gun company and then, 
becoming a captain, as regimental per- 
sonnel officer. 


In 1924, Florida wooed him away 
from the Empire State and Mr. Fifield 
became assistant to the president of the 
First National Bank, Bradenton, Florida. 
His present connection dates back to 
1929. As assistant vice-president of 
the Barnett, he is in charge of public 
relations and advertising; as third vice- 
president of the F. A. A., he directs the 
association’s research division. 

Stephen H. and Letty M. Fifield boast 
of two illustrious sons: Willard M., age 
30, is an horticulturist with a M.S. from 
the University of Florida; Harry, at 27, 
is pastor of the First Presbyterian 
Church, Steelton, Pa.—his arts degree 
acquired at the University of Florida, 
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STEPHEN H. FIFIELD 


Mr. Fifield is an assistant vice-presi- 

dent of The Barnett National Bank, 

Jacksonville, Fla., and third vice- 

president of the Financial Advertis- 
ers Association. 


and theological degree from Princeton 
Seminary. 
Steve Fifield is most active (to put it 


mildly) in club and civic affairs. He 
is a director and past president of the 
following: Jacksonville Chamber of 
Commerce, Jacksonville Advertising 
Club, Exchange Club, Masonic Club, 
Men’s Bible Class, and an elder of the 
First Presbyterian Church. He is a 
member of the City Planning Board; a 
director of the Community Chest; di- 
rector, Crippled Children’s Home; a 
past state vice-commander of the Ameri- 
can Legion; a director of the Motor 
Transit Company of Jacksonville. In 
addition he is a York Rite Mason, mem- 
ber of Egypt Shrine, and past exalted 
ruler of B. P. O. E. 

Besides all this, he is an instructor 
in the A. I. B. on bank public relations, 
employe training, and public speaking. 
Furthermore, he maintains an active in- 
terest in juvenile delinquency and in 
Boy Scout work. 

He plays some golf, but his pet hob- 
bies are raising flowers and, particu- 
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larly, growing lawns—(growing, not 
mowing). 

For vacations, this son of Florida 
sunshine prefers mountain camps. His 
favorite sport is tramping through the 
woods with his two big police dogs, 
Paddy and Brownie. Mr. Fifield sent 
us a picture of Brownie who looks as 
though his favorite sport was tramping 
through the woods with Paddy and Mr. 
Fifield. 

© 


How Banks Are Advertising 


Or the 605 banks in the state of Wis- 
consin, 520 maintain accounts with the 
First Wisconsin National Bank of Mil- 
waukee, This fact places the bank in a 
position that is “Unique among the na- 
tion’s 16,000 banks.” . In a series of ad- 
vertisements currently running in For- 
tune, the First Wisconsin is telling sales 
managers, corporation treasurers, and 
other executives about its C-R-S (Co- 
ordinated Regional Service) Plan which 
offers a new technique to bank service. 

The C-R-S Plan codrdinates multiple 
banking operations throughout Wiscon- 
sin. It can be custom-tailored to fit 
the individual needs of a corporation 
having direct retail outlets, branch 
offices, branch warehouses, or other 
units in the state. 

This new financial service is not only 


ONE KEY 


to state-wide banking 
service” in Wisconsin.. 
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flexible but efficient. It lowers the cost 
of bank operations by setting up a vir- 
tually automatic accounting procedure 
and audit control. It cuts down account 
activity. And it can be instituted with- 
out disturbing established banking con- 
nections. 

From a technical standpoint the ads 
are noteworthy in their codrdination 
between illustration and copy. The one 
herewith reproduced will give an idea 
of the effectiveness with which this has 
been done. 


Spiral-Bound Checkbook 


A NEW convenience to the depositors of 
the Webster and Atlas National Bank 
of Boston (Mass.) in the form of a 
spiral-bound checkbook was _ recently 
announced by the bank. An unusual 
four-page folder describing this new 
service, simulates the spiral binding 
at the center fold and explains the ad- 
vantages of it. 

These checkbooks make it unneces- 
sary “to hold stubs with one hand while 
writing and blotting with the other. 
Stubs are filed without the large stiff 
cover—hence, more compactly. They 
save the time of accountants and audi- 
tors. Smearing or blurring of wet ink 
is eliminated because the stubs do not 
‘flip back’.” The checkbook, as the di- 
rect mail piece points out, will cer- 
tainly make “banking more pleasant” 
for Webster and Atlas depositors. 


Boiled or Roasted 


Every month the Fidelity Trust Com- 
pany, Pittsburgh, Pa., issues an outside 
house organ called Property. It talks 
of estate matters, the advantages of es- 
tate building, of various forms of trust 
agreements, wills and so on. But it 
talks of these weighty matters in an in- 
teresting fashion. As an example of 
the subtle but powerful sales messages 
in its pages we quote an item in the 
August issue having the above heading: 


Sir John Simon, debating the revised tax 
plan in the British Parliament last month, 
confronted a critic who had complained be- 
cause the government insisted upon a levy 
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on profits. It was Sir John’s contention 
that the profits tax was undebatabie, the 
only question was one of method, as in the 
story of the French woman and the fowls: 

“A French woman,” he declared, “went 
out to her fowls. ‘My dear fowls,’ she said, 
‘I want to consult with you. Would you 
prefer to be boiled or roasted?’ 

“The fowls reasonably replied that they 
did not wish to be either boiled or roasted. 

“My dear fowls,’ chided the woman, ‘you 
are wandering from the point.’” 

The taxpayer everywhere always seems 
to have these two equally delightful alterna- 
tives. Actually, however, he does have 
something more to say about it. Particu- 
larly is this true in regard to estate transfer 
charges. Between the most economical 
method of estate transfer and the most ex- 
pensive there is a wide difference. The 
practical and technical experience available 
to him through trust service can frequently 
aid greatly in minimizing charges. 


Co-operatives 


A CO-OPERATIVE advertising campaign 
conducted by six New Jersey mutual 
savings banks, all located in Essex 
County, is being conducted with a 
marked degree of success. The ads run 


in daily newspapers throughout the 
county. 

“Careful planning” is the theme, and 
it is expressed by telling about the 
planning required by skilled workers to 
complete a job, which leads up to the 
careful planning required to build a 


person’s financial security. For ex- 
ample, “The Carpenter Leaves Nothing 
to Chance.” In this ad, it is shown that 
the carpenter uses his tools to make cer- 
tain that his work is true and accurate. 
Similarly, he is building “for his future, 
dollar on dollar, by saving regularly a 
part of his wages.” 


Mud 


“Miuions for Defense—Against Mud” 
is the heading introducing one of a 
series of Central National Bank of 
Cleveland (Ohio) ads “on the essential 
facilities of a metropolitan city.” It 
develops that “Metropolitan Cleveland 
has 1550 miles of paved streets .. . 
3000 miles of stone and cement side- 
walks .. . Cuyahoga County, 350 
bridges linking these highways over 
river, creek and valleys . . . A marked 
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contrast with days when inhabitants 
figuratively fought mud to get about.” 
The ad explains how such public works 
cost millions of dollars but are worth 
it because impassable roads are eco- 
nomically wasteful. Good thoroughfares 
add to comfort and efficiency and are 
vital to “our way of life,” and the bank 
asks the public not to forget them in 
estimating the value of its public plant. 
The selling copy is boxed in a column 
paralleling the story about Cleveland’s 
highways and by-ways. It is headed 
“SAVINGS: A Road to Contentment.” 
The saving theme is presented in a 
straightforward manner and the tie-up 
between the road to contentment and 
paved streets is interesting. 


I. O. Me 
Tuis heading followed by the sub-head 


“A New Angle on Saving” presents an 
advertisement of the East River Savings 
Bank, New York City, to New Yorkers 
who find the saving habit a hard one 
to acquire. 

The I. O. Me Plan is simple enough 
as explained in the copy. A monthly 
reminder is mailed to the depositor just 
like a bill. If one is in the habit of 
paying one’s bills it will become just 
as natural to take care of the I. O. Me 
bill along with the rest—the only dif- 
ference being that one pays oneself in- 
stead of someone else. 

The opening line of copy says “Once 
there was a self-made executive . . .” 
And, unlike most ads, the executive is 
identified at the end of the ad as “Mr. 
L. F. Loree, president of the Delaware & 
Hudson R. R.” Mr. Loree instituted 
the I. O. Me plan for his own use and 
now many East River depositors are us- 
ing the idea with fine success. 


A Trip Through Bankland 


A PROFUSION of small, expressive, semi- 
humorous pen and ink sketches (twenty- 
one of them) illustrate this distinctive 
advertisement of the Fort Worth Na- 
tional Bank, Fort Worth, Texas. Fol- 
lowing the above heading, the sub- 
head says, “If All the Services of the 


Fort Worth National Bank Could Be 
Displayed Before Your Eyes, Here Is 
What You Would See . . .” 

Exemplifying the illustrations are: a 
magnet, drawing dollar signs, labelled 
“Collections”; a shyly smiling moon 
hovering over a small segment of a 
darkened city, labelled “Night Deposi- 
tory”; a globe showing the hemispheres, 
a radio station on each hemisphere, 
labelled “Domestic and Foreign Ex- 
change”; two sheafs of papers, with an 
uniformed figure standing by them, the 
figure holding a large pair of scissors 
at shoulder arms, labelled “Custodian 
of Securities.” 

Each of the items illustrated is ex- 
plained briefly in a series of short para- 
graphs following the illustration. The 
ad measures 1] inches by 17 inches— 
about three-fourths of it is taken up by 
the illustrations while the remaining 
fourth presents the twenty-one explana- 
tory paragraphs. Except in the sub- 
head, the bank’s name is not mentioned, 
although the bank building is illustrated 
in a vertical cut which separates the six 
paragraph columns into two groups of 
three columns each. 


Mistakes 


“THE JOURNAL,” issued monthly by 
The Union and New Haven Trust Com- 
pany, New Haven, Connecticut, has 
been mentioned in these columns be- 
fore and we take pleasure in doing so 
once again. Nearly every day of the 
month has something significant to re- 
tell—example: “Friday, July 16—Regu- 
lar weekly meeting of the Loan Com- 
mittee. Eighty-four loans totaling 
$201,456, including renewals, ap- 
proved.” To show how an organ of 
this kind can be used to educate de- 
positors to cultivate good banking 
habits, we quote in full the paragraph 
which covers the day of July 13: 


Incidents like this occur now and then 
in a bank: A customer will get a check 
cashed, receiving a handful of bills. He 
may or may not notice how carefully or 
how many times the teller counts the bills 
before handing them across the counter. A 
little later, perhaps in a store down the 
street, the customer discovers that instead 
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of having, say, $55 in bills he has only $50 
or $45. He has not touched the money, 
he says, since leaving the bank. So, some- 
body has made -a-mistake, or in some un- 
accountable manner has lost a bill. Here 
is a problem which every -bank faces at one 
time or another. _It is no less a: problem 
for the customer, who while positive he is 
not at fault, may nevertheless hesitate to 
put the blame on a teller who has long 
served in a friendly and accurate manner. 
There is no one solution .to fit all cases; 
each must be handled on its own merits. 
But an obvious precaution which would 
leave little room for doubt would be for 
the customer to always count his money 
before leaving the vicinity of the’ teller’s 
window. 


People have short memories, and 
little explanatory items like the one 
above can easily recall to mind the 
things that, while seemingly obvious, 
can so readily be forgotten. 


Briefs 


A PARTICULARLY good piece of selling 
copy comes from the Fidelity Union 
Trust Company, Newark, N. J., which 


merchandises the bank’s small checking 


account service. Headed “Everyone 
Should Pay by Check” it shows at a 
glance eight reasons why everyone 
should. Each reason has a clear, 
quickly visualized illustration, and is 
numbered. Thus, reason number one, 
“Speeds Up Business,” is depicted with 
a check borne along on wings; reason 
number two, “Safe,” shows a gentleman 
in a car paying a gas station attend- 
ant; reason number seven, “A Budget 
Maker,” shows husband and wife going 
over their accounts. 


* * * 


H. A. (Doc) Lyon, a past president 
of the Financial Advertisers Associa- 
tion, and recently with the public rela- 
tions firm of Harold F. Strong Corp., 
announces the formation of Lyon, 
Sturges & Co., Inc., public relations 
counsel, with offices at 60 East 42nd 
Street, New York City. 


* e * 
The First National Bank. of = Part 
Arthur (Texas), in an ad _cn- travelets’ 
checks, brings out the fact (whiich, 
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quite likely, the general public is not 
familiar with) that “Banking Hours Do 
Not Limit the Use of Travelers’ 
Checks.” 

* x * 

Effective illustration in an Equitable 
Trust Company, Baltimore, Md., ad so- 
liciting trust business is the sketch of a 
gentleman with a brief case starting to 
climb a long, long staircase which, pic- 
torially, goes on ad infinitum. Heading 
is “A Path We Have Travelled . . . 
Not Once, But Many Times.” Set apart 
from the amplifying copy is this simple, 
but pungent statement: “There are more 
than 30 separate steps in the settlement 
of even the simplest estate.” 

* * * 

From September 13-16, all financially 
advertising-minded . individuals are 
called to Syracuse, New York, where 
the Financial Advertisers Association 
will hold its 22nd Annual Convention. 
A program has been devised that allows 
for more work, more common-meeting 
grounds, and more recreation than any 
previous convention of this group. 
Every morning there will be a lecture 
by Dr. W. H. Heppner, professor of 
business psychology at the Syracuse 
University, on the vital subject, “Mold- 
ing Public Opinion.” \ Following these 
lectures will be the general sessions, 
built around the idea of improving the 
technique of public relations. There 
will be no set luncheons, members thus 
being able to gather together their own 
parties and renew old acquaintances. 
Afternoon sessions will be informal—a 
series of round table conferences having 
been planned which will allow each 
member to seek the particular confer- 
ence covering the particular subject in 
which he is most interested. Topics un- 
der this informal discussion plan are: 
Savings, investment, radio, employe 
training, public relations manual, pub- 
licity, advertising technique, and others. 
If you are interested in such subjects, 
and hadn’t planned to attend, put on 
your hat, grab your coat, and head for 
the railroad station. The FAA Syra- 
chse. convention will make your ex- 
penditure of time and effort eminently 
worthwhile. 
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FINANCIAL SITUATION ABROAD 
A Monthly Survey 


General Conditions 


HE official war in Spain continues, 

with the apparent advantage oscil- 

lating from one side to the other, 
while the unofficial war between China 
and Japan also goes on, alternating be- 
tween severe military conflicts and face- 
saving moves. Preparations for war 
continue in many leading countries, giv- 
ing in more than one instance an ap- 
pearance of prosperity greater than 
would otherwise be in evidence: But 
in practically all parts of the world 
there is a substantial advance in pro- 
duction and trade—an advance that 
would be greater could the many gov- 
ernmental restrictions which impede ‘it 
be removed. The desire to exchange 
goods and services, even as between na- 
tions, once looked on as a healthful 
manifestation, now seems to be consid- 
ered dangerous and something to be re- 
stricted, if not prohibited altogether. 


Great Britain 


New capital issues in Great Britain, as 
compiled by the Midland Bank Limited, 
show a falling off in the first six months 
of 1937 as compared ‘with the same 
period in 1936. The decline was in 
home issues, the amount going overseas 
showing an increase. This increase 


went largely to British countries, prin- 
cipally to Australia and South Africa. 


Taking a look into the future, the 
Westminster Bank Review in its July 
issue asks, “Is a Slump Inevitable?” 
Summarizing the situation, it is consid- 
ered that no sign of a setback has yet 
appeared, although it is indicated that 
a slackening of the rearmament pro- 
gram and a slowing of building activity 
may call a halt to the advance that has 
been in progress for some time. While 
industry as a whole is running at a 
level of some 25 or 30 per cent. above 
that of 1930, the value of exports for 
the first six months of this year is 12.1 
per cent. below 1930. It is thought 
that a slump, should it come, will be 
much less severe than that of 1929, 


Reviewing a table showing the aver- 
age balances’ of the London clearing 
banks over a period of twelve years, 
the Monthly Review of Barclay’s Bank 
Limited says that the table shows that 
there has been no attempt to substitute 
investments for the more highly liquid 
assets. Investments were purchased to 
fill the gap resulting from the falling 
off in advances, which prior to the de- 
pression stood at a level of rather more 
than 50 per cent. of the liabilities on 
current, deposit and other accounts, but 


FOREIGN BANKS ARE 


INVITED TO CORRESPOND WITH 


The Central Bank of India, Limited 
Bombay (India) 


UR close contact with the commercial activities with seven 
Offices in the City and various Branches in other parts of 
India, puts us in the best position to sefVe you. 


S. N. POCHKHANAWALA, Maridgingh Director 
az 





Authorized P10,000,000.00 
Fully Paid P6,750,000.00 
(US$1.00=P2.00) 


CABLE ADDRESS: BANCO 


HEAD OFFICE: MANILA 


BRANCHES 
Cebu, Iloilo, Zamboanga 


EIGHTY Y¥BARS 
and more of experience and familiarity with local business conditions have placed our organization in an 
exceptionally favorable position to undertake commercial banking, fiduciary and trustee business of every 
description in a country which, like the Philippines, is developing rapidly and offers considerable opper- 
tunities to the foreign importer, merchant and investor. 


We solicit the agency and collection business of foreign Banks. Inquiries and correspondence invited. 


the proportion to current, deposit and 
other accounts of investments and ad- 
vances taken together has been remark- 
ably stable throughout the whole 
period. 


Lately there have been evidences of 
a renewal of demand for Bank of Eng- 
land notes for foreign hoarding pur- 
poses. The total circulation, as of 
June 30, was £488,400,000, a record 
figure. 


Continued activity in business and 
further expansion is seen by the July 24 
trade supplement of The Economist. It 
says that “the latest reports from the 
principal industrial centers indicate 
that the volume of new business is be- 
ing well maintained, and in some cases 
is still increasing. Indeed, the avail- 
able evidence points to a further expan- 
sion of activity during the next few 
months. There are no signs as yet that 
the rise in costs is tending to restrict 
demand, especially as it is accompanied 
by a steady expansion of credit.” 


France 


ProcreEss is being made by the Govern- 
ment in reducing the budget deficit and 
in suppressing sporadic evidences of 
disorder. A problem still confronting 
the authorities is that of rising prices. 
Foodstuffs and the general index have 
shown marked rises in recent years, and 
even in recent weeks, the rise being 
most marked in the case of imported 
articles. 
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Germany 


For the first half of 1937 the country’s 
trade balance of Rm. 192 millions of 
exports, is revealed as against an im- 
port surplus of Rm. 131 millions in 


the first half of 1936. 


Holland 


StncE Holland dropped the gold stand- 
ard the gold holdings of the Nether- 
lands Bank have increased by 557 mil- 
lion florins, or about 83 per cent., 
reaching the highest point in the bank’s 
history. 


Italy 


In her foreign trade for the first five 
months of this year Italy had a balance 
of imports of 1,415,100,000 lire, against 
698,800,000 for the like period last 


year. 


Sweden 


As reported by The Index, published 
by Svenska Handelsbanken, the eco- 
nomic position in Sweden, so far as em- 
ployment, industry production and for- 
eign trade are concerned, is good, but 
some psychological influences of a pes 
simistic character caused temporary 
repercussions on the Stock Exchange. 


Argentina 


From its branch at Buenos Aires the 
First National Bank of Boston has re- 
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Founded 1848. 


First established 
private bank in 
Norway 


ceived the following information under 
date of August 7: 

Argentine exports of m$n 1,409,047,- 
000 for the half-year were only ten mil- 
lion pesos below the record first 
semester of 1920, and the favorable bal- 
ance of m$n 739,901,000 for the first 
six months is larger than any full year 
except 1919. Customs receipts so far 
this year are 20 per cent. above 1936. 
The presidential campaign is proceed- 
ing actively, but without as much en- 
thusiasm as might be expected for elec- 
tions which are to take place as soon 
as September 5. 


Poland 


For the first half of 1937 the imports 
into the country were valued at 594,- 
452,000 zlotys, and exports at 582,- 
108,000 zlotys. For the first half of 





IMPERIAL BANK OF IRAN.—At the forty- 
eighth ordinary general meeting, held 
in London July 2, the profit and loss 
account submitted was such that a final 
dividend was recommended of seven 
shillings a share, a bonus dividend of 
two shillings per share, making with 
the interim dividend of four shillings 
a total of thirteen shillings for the year. 
At this meeting £10,000 was added to 
reserve, increasing that item to £750,- 
000, and £53,034 was carried forward. 


NationaL Bank Limitep.—The meet- 
ing of proprietors was held in Dublin 
Including £38,522 brought 


July 29. 
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INTERNATIONAL BANKING NOTES 


Paid up capital 
and reserve funds 
Kr. 40,000,000 


1936 imports were of the value of 
458,647,000 zlotys, and exports 482,- 
007,000. Both production and employ- 
ment are showing improvement. 


Mexico 


As reported by the Mexican News Di- 
gest, strikes, actual or threatened, and 
the high cost of living are somewhat 
clouding the economic horizon of 


Mexico. On the other hand, building 


- goes on feverishly with allied lines be- 


hind in their orders; tire manufacturers 
are working overtime and higher prices 
for Mexican metals have benefited min- 
ers, while sales of American and foreign 
machinery are increasing. It is too 
early yet to forecast what agricultural 
production will be, but the high cost 
of foodstuffs would seem to indicate 
lowered totals. 


forward from last account the profit 
and loss account showed a balance of 
£149,127. <A dividend at the rate of 
12 per cent. per annum was declared, 
£10,000 added to reserve, £10,000 to 
reduction of bank premises account, and 
£39,127 carried forward. 


NATIONAL BANK OF New ZEALAND.— 
The sixty-fifth ordinary general meet- 
ing of proprietors was held at London 
June 30. Profits for the year, added 
to the amount brought forward made 
a total of £216,796. After providing 
for dividends, allocating £10,000 to 
premises account and £14,000 to pen- 
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sion and gratuity funds, there was left 
to be carried forward £112,796. Sir 
James Grose has retired from the posi- 
tion of general manager, and has been 
appointed an advisory director in New 
Zealand. P. R. M. Hanna succeeds as 
general manager, and G. G. Littlejohn 
has been appointed assistant general 
manager. 


Miptanp Bank LimITED.—Following 
are some comparative figures of certain 
items as of June 30, 1936, and June 30, 
1937: 
June 30,1936 June 30, 1937 
Current, deposit 
and other § ac- 
counts, includ- 
ing profit bal- 
ance 
Investments 
Bills discounted. . 
Advances to cus- 
tomers and other 
accounts 
Total assets 


£467,452,184 £487,595,481 
120,990,284 117,998,656 
21,102,902 32,660,755 


191,859,141 
- $10,263,347 


214,387,887 
535,114,169 


NEW YORK 


BANK OF NEw ZEALAND.—The ordinary 
general meeting was held at Welling- 
ton June 11. For the year ending 
March 31 profits, after making custom- 
ary provisions, were £600,000, which 
added to the amount brought forward 
made a total of £939,108. Deducting 
the amount required for the respective 
dividends, there was left to be carried 
forward £364,889. 


© 
THE GOAL OF CURRENCY POLICY 


ADHERENCE to a fixed gold content for 
the dollar has been the best means to 
keep price fluctuations at a minimum 
and to maintain confidence in the cur 
rency. That should be the goal of cur 
rency policy, and it is a goal which 
should be made before it is too late. 
To attain it, the first step that must be 
taken is to balance the budget.—New 
York Sun. 
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to the Business Development Department, 
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Current Conditions in Canada 


HE Monthly Letter of the Bank of 

Montreal, dated August 23, com- 

ments on the Canadian situation 
as follows: 


Harvesting is now well under way every- 
where. Generally speaking, the crops out- 
side the drought areas in the prairie prov- 
inces are good, and as the prices of farm 
products are now satisfactory the aggregate 
farm income for 1937 should be substantially 
higher than last year. Taking into account 
the deterioration of the grain crops in 
Saskatchewan and portions of Alberta, the 
latest government crop survey on July 31 
estimated the spring wheat crop at 35 per 
cent. of the long-time average, and crop 
experts forecast its yield at between 175,- 
000,000 and 200,000,000 bushels. In Ontario 
the fall wheat crop is estimated at 17,250,- 
000 bushels, a gain of 5,000,000 bushels over 
the figure for 1936, and practically all the 
other crops are abundant and well above 
the average. Quebec, British Columbia and 
the Maritime Provinces also have good 
crops. Pastures have been excellent all 
summer and there has been a heavy produc- 
tion of milk. The output of cheese in 
Canada in July amounted to 24,687,567 


pounds as compared with 24,542,124 pounds 
and 21,653,247 pounds in June of this year 
and July, 1936, respectively. The fruit and 
vegetable crops have fared well and promise 
a good return. A sharp rise in the prices 
of pork and bacon as well as of hides is 
helping the raiser of hogs, who is now 
getting prices 20 per cent. higher than a 
year ago; hides and skins are 60 per cent. 
higher than at this time last year and at 
their best level since 1929. Grain prices 
have shown a tendency to fluctuate but the 
export demand remains firm. 

The waning of the summer finds the level 
of business operations throughout Canada 
being maintained at a stable and satisfac- 
tory level. The Bureau of Statistics in a 
survey of business conditions in Canada 
during the first half of 1937 finds that with 
a level of business about 12 per cent. greater 
than in the same period of 1936 a greater 
measure of prosperity was enjoyed than in 
any year since 1930. It asserts that the 
newsprint, mining and power industries 
reached new high records with marked gains 
over their output for 1936, that the in- 
crease in the volume of manufactured goods 
was nearly 14 per cent. and that with fa- 
cilities for the production of minerals and 
other natural products on a large scale 
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Canada has been in a position to share fully 
in the revival of international trade which 
is in progress, with the result that in the 
period in question her export trade in- 
creased nearly 24 per cent, and she rose 
to fourth place among the exporting nations. 
It also records as one of the satisfactory 
features of the first half of 1937 the virtual 
restoration of pre-depression relationships 
between prices for manufactured goods 
and basic materials, including farm prod- 
ucts, which has paved the way for a more 
normal interchange of goods between pri- 
mary and secondary producers. The basic 
conditions which were responsible for this 
improvement in Canadian business still 
persist. 

In the first half of 1937 the volume of 
retail sales was 7.4 per cent. higher than in 
the same period of 1936, and the enlarge- 
ment of retail trade is being maintained. 
Indications are that the volume of tourist 
traffic will be about 15 per cent. greater 
than in 1936. Carloadings for the four 
weeks ended August 7, totaling 196,756 cars, 
showed a gain of 12,171 over the corre- 
sponding period in 1936, and of 392 over 
the figure for the preceding four weeks in 
1937. There is normally a recession of at 
least 5 per cent. in carloadings in July as 
compared with June. 

In the manufacturing field the textile 
industries have been adversely affected by 
strikes, but the great majority of other 
establishments have been well employed 
and in the mining industry there is renewed 
confidence with a rise in the price of cer- 
tain base metals and a lessening of ap- 
prehension about the fate of. the price of 
gold. 


In its Monthly Commercial Letter for 
August, the Canadian Bank of. Com- 
merce reports little change in industrial 
activity as compared with the preceding 


month. While some recessions are 
noted in a few secondary industries, 
this is counterbalanced by increased 
activity in the heavy industries gener- 
ally. And although construction con- 
tracts in July fell by some 29 per cent. 
as compared with the June figures, the 
awards were still 20 per cent. greater 
than for the month of July last year. 
Lumber production is now at a point 
approaching an all-time record. Some- 
what offsetting this favorable situation 
in the industrial field is the situation 
with respect to agricultural production. 
In certain sections of the.country the 
severe drought of last year has been 
even more serious this year. 
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An important source of revenue to 
the Dominion is the tourist trade, and 
preliminary estimates indicate that both 
in number and the amount of expendi- 
tures this year will show a substantial 
gain over 1936. 


In the past six months the value of 
Canadian exports was $518 millions, 
an increase of $98 millions over the 
corresponding period of 1936, and the 
highest since 1929. The excess of im- 
ports for the first half of 1937 was $145 
millions, compared with $130 millions 
for the six months ending June 30, 1936, 
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AN ADROIT MINISTER OF 
FINANCE 


Dr. H. H. Kune, the Chinese Finance 
Minister, must have a way about him 
when it comes to raising money for his 
country. His progress through the 
Western World in the last few months 
is one long round of loans and credits 
successfully negotiated. He traded a 
quantity of silver for some of the United 
States Treasury’s gold—a feat which 
should make David Harum look like a 
tyro when it comes to getting the better 
of a deal. Dr. Kung improved his stay 
in this country by obtaining credits 
from the Export-Import Bank for the 
purchase of equipment in this country. 
Quitting these shores recently, he has 
turned up in Paris. Before leaving 
Paris for Berlin, Dr. Kung announ 
that he had raised a 400,000,000 frane 
“monetary stabilization” credit in 
France. Czechoslovakia was reported 
to be desirous of extending credit to 
China. Reports from London last week 
were that China was about to close a 
deal for raising $100,000,000 of British 
money. Dr. Kung’s destination when he 
left Paris was Berlin. If he succeeds 
in obtaining a credit from Dr. Schacht, 
he will add the truly crowning touch 
to his money-raising powers. All that 
will be left for him to do then is to call 
money down from the trees; or to see 
if Tokio is in a lending mood.—New 
York Herald Tribune. 





BOOKS FOR BANKERS 


ENCYCLOPEDIA OF BANKING AND FI- 
NANCE, By Glenn G. Munn. Cam- 
bridge, Mass.: Bankers Publishing 
Company. Pp. VIII-865. $12.00. 


THIs is a new, completely revised, one- 
volume edition of Munn’s well known 
“Encyclopedia of Banking and Finance” 
which for a number of years has been 
a valuable reference book in many 
banks and investment houses. In one 
compact volume it gives the gist of 
hundreds of books on every phase of 
banking and finance. In authoritative 
quick reference form it offers busy 
bankers and financial executives just 
the information they need to answer 
the questions which arise in their daily 
work, 

The book contains a_ tremendous 
amount of organized information: clear 
explanations of over 3500 subjects; full 
texts or resumés of banking laws; much 
special matter which the financial ex- 
ecutive uses many times each month. 

It is arranged alphabetically by sub- 
ject, thus providing an automatic in- 
dex. Cross-referencing is widely em- 
ployed. The reader is therefore assured 
of having access to all phases of his 
subject—and in a minimum of time. 

Everyone connected with banking 
and finance will find this book an in- 
dispensable working tool. 


INTERPRETATION OF FINANCIAL STATE- 
MENTS. By Benjamin Graham and 
Spencer B. Meredith. New York: 
Harper & Bros. Pp. VIII-122. $1.00. 


Tuts book is derived from material used 
in the educational work of the New 
York Stock Exchange Institute, where 
young men from investment and broker- 
age houses receive training in security 
analysis including the interpretation of 
financial statements. It covers in simple 
step-by-step manner the meaning of the 
items in balance sheets and profit and 
loss statements. This is followed by a 
helpful glossary of definitions of nearly 
300 financial terms and phrases. 


GERMANY: THE Last Four Years. By 
“Germanicus.” Boston: Houghton 


Mifflin Co. Pp. 116. $1.75. 


THIs is a sensational book written by a 
group of German economists who, for 
obvious reasons, must remain anony- 
mous. It provides a reliable account 
of German governmental expenditures 
for the last four years and gives an ac- 
curate picture of the economic situa- 
tion under Nazi rule. 


No budget has been published since 
1934, so that most of the criticism of 
Nazi finance has been made from esti- 
mates prepared abroad and denied in 
Berlin. This is the first book to use 
the German official figures and is, there- 
fore, the only authoritative analysis 
available. 

Of particular interest is the study of 
German expenditures for armament 
and of the present condition of the Ger- 
man military machine. Other sections 
deal with the German method of eco- 
nomic control, banking and stock ex- 
change operations, the position of agri- 
culture, and Germany’s preparation for 
an economic war. 


INTERNATIONAL Monetary Issues. By 
Charles R. Whittlesey. New York: 
McGraw-Hill Book Co., Inc., 1937. 
Pp. IX-252. $2.50. 


Tuts book is essentially an argument 
for a managed currency as against the 


gold standard. It presents a fair and, 
in some respects, a persuasive plea for 
managed currency. Unfortunately, how- 
ever, its reasoning is not convincing in 
many respects. For example, in speak- 
ing of the automatism of the gold stand- 
ard, the author states that it is possible 
to conceive of a country buying all 
wheat presented at a given price and 
selling all wheat so bought at another 
price, both determined in advance. He 
admits that wheat in this instance would 
not necessarily be money or influence 
prices as gold would under the gold 
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standard. He concludes, however, from 
his statements in this matter that it is 
erroneous to assume that only gold 
would give an automatic standard. His 
conclusion is correct but his line of 
argument is totally inadequate. Under 
the gold standard a government takes 
all gold offered and gives for it cur- 
rency which is defined as the equivalent 
of a given weight of gold. It “sells” 
the gold at a somewhat different ratio. 
The difference between the “buying” 
and “selling” prices of gold is ex- 
tremely small and represents only a 
brassage. In essence, therefore, “buy- 
ing” and “selling” gold is merely an 
exchange of one kind of money for an- 
other. Buying and selling wheat in the 
manner described by the author pre- 
supposes an independent money system, 
and hence the comparison between gold 
and wheat in this discussion has no 
meaning since two different types of 
transaction are being considered. 


In spite of occasional lapses like the 
above, the arguments are, on the whole, 
well reasoned. While most bankers 
will continue to feel undoubtedly that 
the weight of experience as well as 
sound theory lies on the side of the gold 
standard, this book should be of value 
to them by presenting in a dispassionate 
form the other side of the question. 

The time is coming some day when 
the question of whether the major 
countries of the world are to return to 
a gold standard or not is going to be 
the major problem of the day. Bankers 
should be thinking intelligently about 
this matter in preparation for that day 
and, when it comes, they should be 
ready to discuss it sanely and prac- 
tically. This little volume should aid 
them in their study of this question. 


Bank Accountinec Practice. By L. H. 
Langston. New York: Ronald Press. 
XIII-532. $5.00. 


Tuts book is designed to give the stu- 
dent a clear, comprehensive picture of 
the entire accounting of the modern 
bank, and an understanding of the 
operations incidental to all phases of 
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banking—commercial, fiduciary, for- 
eign exchange, and savings. It covers 
all the divisions of accounting work 
within the bank. 


The emphasis is on a thorough grasp 
of the principles of accounting as 
applied to bank practice. While com- 
plete in its explanations of the tie-up 
of accounting with operating routine, 
the book avoids the obscuring effect 
of too cumbersome detail. This pres- 
entation is a distinct advantage. 


The author’s combination of bank- 
ing, accounting and teaching expe- 
rience is unusual. For a number of 
years he was with one of the large 
metropolitan banks. He is an active 
member of the staff of the Standard 
Statistics Company, and is a member 
of the firm of Chirnside, Roberts & 
Langston, accountants and auditors in 
New York. He also is instructor in 
charge of courses in bank accounting 
at the New York Chapter of the Ameri- 
can Institute of Banking. 


THE Backwarp ART OF SPENDING 
Money AND OTHER Essays. By Wes- 
ley C. Mitchell. New York: Me- 
Graw-Hill Book Co., Inc., 1937. 
Pp. VII-421. $3.00. 


THis volume is a collection of essays 
written by Professor Wesley C. Mitchell 
over a period of years and collated by 
his friend, Joseph Dorfman. It takes 
its name from the first essay which dis- 
cusses one of the most neglected phases 
of economics, the wise expenditure of 
funds already acquired. 

It is interesting to note that emphasis 
in work in the field of economics has 
been on the production of wealth and 
its distribution among the population. 
Likewise in business long continued 
thought and study has been given to 
the manufacture, transportation and 
marketing of goods. Neither econo- 
mists nor business men have given much 
thought to the question of the wise pur- 
chase of goods and services, the in- 
telligent expenditure of funds. Yet 
business man and banker as well as 
the average citizen is very vitally con- 
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cerned with this matter for the welfare 
of all alike is bound up in the success- 
ful solution of this problem. Professor 
Mitchell’s brief essay is a real con- 
tribution to the study of this situation. 
It is only to be regretted that he has 
only outlined the subject and has not 
given a more thorough analysis of the 
matter. 

The remainder of the book is made 
up of essays that are, perhaps, of less 
interest to the banker than to the econ- 
omist, but which are of real value and 
quite worth reading by any one who 
has a serious interest in economic 
questions. They are all in Professor 
Mitchell’s usual lucid style and waste 
no time in coming to grips with the 
essentials of the subject in hand. They 
include discussions of such topics as: 
Quantitative analysis in economic 
theory, statistics and government, social 
science and_ national planning, making 
good and making money, the réle of 
money in economic theory, Bentham’s 
felicific calculus, postulates and pre- 
conceptions of Ricardian economics, 
Wieser’s theory of social economics, the 
prospects of economics and economics, 
1904-29. 

Professor Mitchell is one of those 
relatively few economists who has suc- 
ceeded in placing business and eco- 
nomics in a sound relationship to each 
other, and for that reason, if for no 
other, what he says and writes is al- 
ways of interest and significance to the 
man of affairs. 


How ProritaBLe Is Bic Business? 
Survey directed by Rufus S. Tucker. 
Edited by Alfred L. Bernheim. New 
York: Twentieth Century Fund, Inc., 
1937. Pp. XVIII-201. $2.00. 


It is the common assumption on the 
part of most people that big corpora- 


tions are money makers. A part of 
the task of this survey which has been 
financed by the Twentieth Century 
Fund was to ascertain the facts in 
the case. It is interesting to note that 
it was discovered that most of the big 
trusts of the early 1900’s were not 
profitable and that some of them re- 
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turned little or nothing to their stock- 
holders. 

Of more interest, however, is the 
study of the three depression years. It 
appears from the survey of this period 
and of the years immediately preceding 
that, among the profitable corporations, 
the large ones were relatively less 
profitable than smaller ones. On the 
other hand, among the unprofitable - 
corporations, the losses were relatively 
less in the large ones than among the 
small ones. In other words, size is 
an important factor in the stability 
of earnings. 

An interesting by-product of the 
study of the effect of size on profits 
was the analysis of the different types 
of industry. The facts are given for 
several important classes of industry. 

From the standpoint of bankers, 
perhaps the most interesting chapter 
is the one on national banks. The 
analysis of the figures shows that, on 
the whole, large banks are much more 
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profitable than small ones. Reasons 
are not given, but most bankers can 
supply many of the reasons for them- 
selves. 


This book is not one for casual read- 
ing. It is a book of facts which are 
interesting in themselves to those who 
are concerned with corporations large 
and small. The facts presented are 
particularly valuable as a basis for 
evaluating individual companies. For 
such a purpose it is well nigh in- 
valuable. 


NaTurRAL Law IN THE ECONOMIC 
Worip. By William Wilcox Green. 
Boston: Christopher Publishing 
House. Pp. 151. $1.50. 


THE author says in his preface that he 
wrote this book because he had “looked 
in vain for an authoritative work cover- 
ing the operation of natural laws in 
economics.” He has a “simple plan” 
which includes having the Government 
take over the banking system which if 
carried out will apparently bring about 
the utopia for which we have all been 
waiting. 
Here is how he describes it: 


“Our simple plan will substitute 
employment assurance for unemploy- 
ment insurance; it will result in work 
for all, good pay, short hours, leisure 
to invite your soul, and no worry 
about the future. It will result in a 
market for all that is produced, both 
on the farm and in the shop, with no 
limit to the production except the 
desire of mankind. 


“All this is yours if you demand it. 
Make your representatives in Congress 
do your will or put others in their 
places. The plan is clear and simple; 
they cannot misunderstand it—do not 
let them evade it.” 


Wor.p Finance; 1935-1937. By Paul 
Einzig. New York: Macmillan. Pp. 
XVI-342. $3.00. 


Fo.LLowinc his earlier survey of the 
world’s financial evolution from the 
beginning of the World War to the 
spring of 1935, Dr. Einzig in this book 


THE BANKERS MAGAZINE 


discusses the crucial years 1935 and 
1936. The author has an international 
reputation as an authority on finance, 
and this book—covering as it does 
France’s disastrous deflationary effort, 
the economics of sanctions, reflation, 
and so forth—is an important page in 
financial history and offers a warning 
against future mistakes in monetary 
policy. 

Dr. Einzig discusses in detail the 
failure of deflation under such head- 
ings as The Belgian Devalution and 
After; The Attack on the Guilder; At- 
tack on the Swiss Franc; The First 
French Crisis; Enter M. Laval; De- 
flation with Machine Guns; The Swiss 
Banking Crisis; Devaluation in Dan- 
zig; The Second Franc Crisis; Exit M. 
Laval. 

In his section on the progress of 
reflation, he considers President Roose- 
velt’s Reflation; Chamberlain’s Con- 
version; Mussolini’s Policy, etc. 


In a section entitled “The Battle of 
the Franc” the author discusses the fol- 
lowing: Bolstering up the Franc; Be- 
hind the Scenes of the Rhineland 
Occupation; Verdict of the French 
Election; The Devaluation of the 
Franc, etc. 

In his consideration of the Tripartite 
Agreement, Dr. Einzig writes of the 
Controversy Around Stabilization; The 
French Attitude; The American Atti- 
tude, and the British Attitude. 


In later sections he considers the 
Devaluation of the Gold Bloc Cur- 
rencies, Rearmament Finance, and 
Future Prospects. 


An INTRODUCTION TO Economics. By 
H. LaRue Frain. Boston: Houghton 
Mifflin Company. XVII-693. $3.00. 


Tuis book places the primary emphasis 
on actual business and financial opera- 
tions as they occur in a dynamic, rather 


than a static world. It is written for 
college students who are seeking a 
coérdinated description of economic 
conditions, circumstances, and forces 
which are of general significance 
throughout the business world. Par- 
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ticular attention has been given to the 
needs of those who must pursue their 
study of economics in connection with 
regular employment and who are less 
interested in abstract reasoning than 
in obtaining an elementary understand- 
ing of the structure and operation of 
the business mechanism as a whole. 
For this reason this book will be found 
of particular value to bankers. 


TaKkE CaRE OF YouRSELF. By Jerome 
W. Ephraim. New York: Simon & 
Schuster. Pp. 301. $2.00. 


HERE is a sane and sensible book on 
minor ills and the care of the health 
and appearance in general. If you 
suffer from sore throat, constipation, 
or sunburn; if you want to check 
falling hair, stop bleeding gums, or 
improve your complexion, Jerome 
Ephraim offers specific remedies. He 
analyzes your symptoms, prescribes a 
definite treatment for each, recom- 
mends what products to buy—and what 


to avoid. 


Tue Law or Business. By James L. 
Dohr. New York: Ronald Press. 
Pp. 655. $4.00. 


Tus book is designed particularly for 
financial officers and accountants and 
covers the whole range of the law as 
it applies specifically to the conduct 
of business—particularly the account- 
ing and financial aspects. It gives a 


background understanding of the 
sources and materials of law, and of 
the methods of legal analysis and rea- 
soning designed to help the reader in 
any legal problem which he may meet. 
It presents the law as rules and regula- 
tions of conduct operating throughout 
business. It gives the business side 
of law as it relates to organization of 
government; to crimes, torts, property, 
contracts and remedy and taxation. It 
gives the requirements of the law in 
hundreds of business situations. The 
author is an attorney and an associate 


professor of accounting at Columbia 
University, 


“Not long ago we purchased a copy 
of your recent book PROFITS AND 
PROBLEMS IN SMALL LOANS and, 
to our surprise, we found that we did 
not know much about the small loan 
or co-maker business, although we have 
been very successful in operating a 
co-maker industrial loan business, We 
have read and re-read your book and 
could not refrain from writing you to 
state that we appreciate the work more 
than words can express.” 


WYATT AIKEN, President 


Industrial Finance Company, 
Greenville, 8, C. 


PROFITS 


AND 


PROBLEMS 
IN 
SMALL LOANS 


By HOWARD HAINES 
Cashier, First State Bank 
Kansas City, Kansas 


In this new book the author discusses 
the possibilities and problems of the 
small loan department based not only 
on his own experience but on data 
gathered from bankers in all parts of 
the country who have conducted such 
departments. 


Among other topics Mr. Haines con- 
siders Modernization Credits; Industrial 
Banking; Chattel Loans, Co-Maker 
Loans and Automobile Financing. 
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You may send me on approval a copy 
of “Profits and Problems in Small 
Loans” by Howard Haines. At the 
end of 5 days I will either remit $3.50 
or return the book. 





New Book on Public Relations 


A NEw book entitled “Public Relations 
for Banks” has been announced for 
publication early in September by 
Harper & Bros. It is written by Ray A. 
Ilg, vice-president of the National 
Shawmut Bank of Boston with a fore- 
word by Tom K. Smith, president of 
the American Bankers Association. The 
book will be priced at $3.00. 

This book gives a picture of the 
need for organized public relations 
work in both the commercial and 
banking fields and provides the neces- 
sary tools and machinery for putting 
an active public relations campaign 
into effect. 

It specifies the authority, duties and 
man power necessary to carry out the 
job. It explains in detail how to 
conduct a training course for em- 
ployes designed to teach them how to 
improve the public relations of the 
bank. 


Mr. Ilg has a nation wide reputation 


as an authority on bank public rela- 


tions. He was born in Chester, Penn- 
sylvania, January 23, 1890. His early 
education was received in the public 
schools in Paterson, New Jersey. He 
then went west and finished his educa- 
tion in engineering and entered the em- 
ploy of Bucyrus Company in South 
Milwaukee, Wisconsin, in the industrial 
relations department. He was later 
made director of industrial relations 
for the Federal Rubber Company of 
Cudahy, Wisconsin, and in 1914 went 
to Evansville, Indiana, as director of 
industrial relations for the Bucyrus 
Company in that city. 

In 1916 he came to Boston as a 
field engineer for the Liberty Mutual 
Insurance Company. His advance was 
rapid. In 1919 he was made assistant 
chief engineer of that company in 
charge of their field work. 

In 1920 he was made manager of 
their New England department and 
in 1921 was transferred to Phila- 
delphia, as Philadelphia district man- 
ager in charge of all the company’s 
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business in Pennsylvania, New Jersey, 
Delaware, Maryland, District of Co. 
lumbia, and all other southern states, 

In 1923 he returned to Boston as 
assistant sales manager of the Liberty 
Mutual and in 1924 was elected vice- 
president and general sales manager. 
He played a very important part in 


RAY A. ILG 


Vice-president National 
Bank of Boston. 


Shawmut 


the development ‘of the Liberty Mutual 
and as a result of his accomplishments 
was, in 1929, offered the position of 
vice-president of the National Shaw- 
mut Bank of Boston in charge of the 
development work of all of their de- 
partments. 

He has been directly responsible for 
all matters on public relations of the 
bank since joining the National Shaw- 
mut organization. 

He is a director of the Workingmen’s 
Co-operative Bank, chairman of their 
executive committee, a trustee of the 
Grove Hall Savings Bank, and is a 
member of the Algonquin Club, Oakley 
Country Club and also a member of 





How to Analyze a Bank Statement 


——————————— oo By F. L. GARCIA 
——————— Statistician 
—" Holt, Rose & Troster 
New York 
T is the purpose of this booklet to discuss from the practical standpoint some 
I accepted methods of bank statement analysis. Although the analyst can only 
be as good as the data at his disposal, the greater detail now available in 


bank statements is imparting to statement analysis a real significance many 
times lacking in the past. 


@ Mr. Garcia first considers the bank statement taking up item by item the 
various entries which appear under assets and liabilities. He then goes on to 
discuss the “intangibles” which must be considered in appraising the quality of 
bank management. He then considers the process of analysis particularly with 
reference to various standard ratios which are indicative of a bank’s strength or 


weakness. 


The last section is devoted to an analysis of a bank’s earnings. 


@ An appendix gives a number of important tables showing how different bank 
ratios have changed during inflationary and deflationary periods. 


Price $1.00 Delivered 


Bankers Publishing Company 
465 Main Street, Cambridge, Mass. 


all Masonic bodies. He has been 
actively associated with the American 
Institute of Banking, and was the first 
instructor in their class on public re- 
lations last fall, and will continue as 
an instructor during the coming year. 

He has written numerous articles on 
the subject of public relations and has 
been an active speaker on this subject 
before many bank organizations. 
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CENSUS SHOWS 266,458 BANK 
EMPLOYES 


From the report of the Bureau of the 
Census, United States Department of 
Commerce, are selected some statistics 
relating to the number of employes of 
banks in the United States and the ag- 
gregate of their compensation. The fig- 
ures are for the year 1935, and the 
payroll totals do not include compen- 
sation of proprietors. Statistics relating 
to banks include national, state and 
private banks, mutual savings banks, in- 


dustrial banks (including Morris Plan), 
Federal Reserve banks, joint stock land 
banks and foreign banking agencies. 
The statistics presented for banks are 
based on information collected by the 
Federal Reserve Board, the Comptroller 
of the Currency, and the Federal De- 
posit Insurance Corporation, as well as 
on information collected in the field 
canvass conducted in connection with 
the 1935 census of business. The num- 
ber of bank employes represents the 
number on the payroll nearest Decem- 
ber 15, 1935, rather than the average 
number of employes for the year. 

The number of bank employes is 
placed at 266,458, and the payroll of 
these employes aggregates $487,625,- 
000. Compared with the whole number 
of employes in the other forms of busi- 
ness covered by the report, those em- 
ployed in banking do not bulk large. 
The aggregate of employes reaches to 
17,989,435, and their payrolls to $21,- 
071,380,000. Manufacturing leads in 
the total of employes (8,454,918), and 
in the payrolls ($9,856,051,000) . 
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Some Recent Banking Decisions 


BANK LIABLE IN COLLECTING 
CHECK ON FORGED IN- 
DORSEMENT 


A bank, which collects a check, on 
which the payee’s indorsement is 
forged by an employe of the payee, 
and pays the proceeds over to the 
forger, will be liable to the payee. 

This conclusion is reached on the 
theory that the purchase of a check on 
a forged indorsement confers no title 
and, in contemplation of law, does not 
bring about a transfer of the check. 

In fact, the liability is covered by 
section 23 of the Uniform Negotiable 
Instruments Act, which reads as fol- 
lows: ‘When a signature is forged or 
made without the authority of the per- 
son whose signature it purports to be, 
it is wholly inoperative, and no right 
to retain the instrument, or to give a 
discharge therefor, or to enforce pay- 
ment thereof against any party thereto, 
can be acquired through or under such 
signature, unless the party against whom 
it is sought to enforce such right is 
precluded from setting up the forgery 
or want of authority.” 

This rule has been applied in prac- 
tically every jurisdiction in which this 
particular question has arisen. Prior 
to the making of the present decision, 
Pennsylvania courts held the other way. 
Back in 1908, the Supreme Court of 
Pennsylvania, in the case of Tibby 
Brothers Glass Co. v. Farmers’ & 
Mechanics’ Bank, 220 Pa. 1, 69 Atl. 
Rep. 280, decided that a bank was not 
liable in a case of this kind. The Tibby 
Brothers case now stands overruled. 

In the present decision, it appeared 
that a bookkeeper in the employ of the 
plaintiff wrongfully took possession of 
sixty-five checks payable to the plain- 
tiff and which were received at his office 
by mail. The bookkeeper forged the 
plaintiff's indorsement on each of the 
checks and deposited them to his own 
credit in the defendant bank. The de- 
fendant bank collected the checks and 
paid the proceeds over to the book- 
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keeper. Under these circumstances, the 
bank was held liable to the plaintiff 
for the aggregate amount of the checks, 

This was decided by the Supreme 
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Each month THE BANKERS 
MAGAZINE will publish several 
digests of recent court decisions 
of interest to bankers. For fur- 
ther particulars on these and 
other banking law cases the 
reader is referred to our affiliated 
publication, THE BANKING 
LAW JOURNAL. 


Court of Pennsylvania in the case of 
Lindsley v. First National Bank, 190 
Atl. Rep. 876. 


BANK NOT ENTITLED TO RETAIN 
NOTARY’S FEES 


A bank, which collects and retains 
notarial fees, earned by a notary in its 
employ, is liable to the notary for the 
full amount so retained and is not en- 
titled to credit for salary paid to the 
notary during the period of his em- 
ployment. A series of writings, signed 
by the notary every two weeks acknowl- 
edging the receipt of the salary paid to 
him as payment in full for all services 
rendered to date, does not release his 
claim against the bank for his notarial 
fees. 

A dissenting opinion, while conced- 
ing that an agreement in advance by a 
public officer (which term includes 
notaries) to perform services required 
of him by law for a compensation less 
than that fixed by law, is contrary to 
public policy and void, held that the 
receipts, referred to above and signed 
by the notary, debarred and estopped 
him from thereafter asserting his claim 
against the bank for the notarial fees, 
on the ground that such fees may be 
assigned by the officer after they have 
been earned. 
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In this case the trial court rendered 
a verdict in favor of the notary for 
$23,394.15. In reaching this amount, 
the trial court allowed the bank credit 
for sums paid to the notary as salary. 
On the appeal, the Appellate Division 
held that the bank was not entitled to 
this credit and, accordingly, increased 
the amount of the plaintiff's verdict to 
$25,237.50 with interest from Decem- 
ber, 1932, the date of the notary’s dis- 
charge by the bank. 


This was decided by the Apellate 
Division of the New York Supreme 
Court in the case of Kress v. Manufac- 
turers Trust Co., 293 N. Y. Supp. 646. 

There have been other decisions in 
the past in which banks have been held 
liable in cases of this character. In 
Kip v. Peoples Bank & Trust Co., Conn., 
164 Atl. Rep. 253, the bank was held 
liable to the notary for $22,039.50. 
This amount covered only the fees col- 
lected and retained by the bank during 
the period of six years prior to the 
bringing of the notary’s action. It ap- 
peared that he had been in the employ 
of the bank and acting as notary for a 
total of twenty-two years. If the notary 
had been allowed to collect for the 
entire period, the amount of the judg- 
ment against the bank would have been 
several times the amount of the actual 
judgment. 

In Boster v. First National Bank (U. 
S. Dist. Ct., Mich.), 5 Fed. Supp. 15, 
the notary sued for $28,096.36. In ar- 
riving at this figure he allowed the bank 
credit for $17,000 which he had re- 
ceived from the bank in the way of 
salary. It appeared that there was no 
agreement by the notary in advance to 
accept less than the full amount of the 
notarial fees earned by him. His salary 
was paid to him by the bank semi- 
monthly and as each payment was made, 
he signed a receipt acknowledging pay- 
ment in full of all monies due to him. 
The court applied the rule that, while a 
notary may not contract for a division 
of his fees in advance, he may accept 
a smaller sum in full payment after the 
fees have been earned and held that the 


notary could not recover. 


RIGHTS OF PURCHASER OF 
STOLEN TRAVELERS’ 
CHECKS 


A bank which purchases travelers’ 
checks in good faith and for value can 
enforce them against the express com- 
pany by which they were issued, al- 
though they were stolen from the bank 
which held them for sale as the express 
company’s agent and, although at the 
time of the stealing, they were blank as 
to the purchaser’s signature and counter- 
signature. This was decided by the 
Supreme Court of Oklahoma in Amer- 
ican Express Co. v. Anadarko Bank & 
Trust Co., 67 Pac. Rep. (2d) 55. 

It seems that, in spite of the great 
number of travelers’ checks being sold 
and the considerable number of banks 
being robbed, this particular question 
had been passed upon by a court of 
last resort only once before. In the 
case of City National Bank of Galves- 
ton v. American Express Co., 16 S. W. 
Rep. (2d) 278, the Texas Commission 
of Appeals decided, upon a statement 
of facts similar to the one presented in 
the Oklahoma decision referred to 
above, that the purchaser of stolen 
travelers’ checks could not enforce them 
against the issuing express company. 

The checks involved in the Oklahoma 
case were issued by the American Ex- 
press Company through its agent, Gor- 
ham State Bank of Gorham, Kans. The 
bank was held up and robbed, the 
robbers taking everything in the 
bank’s safe, including the travelers’ 
checks which the bank had previously 
received from the express company. 
The checks, at the time they were stolen, 
were blank as to the purchaser’s signa- 
ture and counter-signature. They were 
apparently wrongfully filled in by some- 
one later and were eventually cashed 
by the Anadarko National Bank & Trust 
Company. The bank paid full value 
for the checks and, of course, had no 
reason to believe that the checks were 
not valid and regular in every way. 
The American Express Company brought 
this action against the Anadarko Bank 
to recover the amount of certain other 
travelers’ checks which it had sent to 
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that bank and which had not been ac- 
counted for. The Anadarko Bank in- 
terposed a counter-claim for the amount 
of the stolen travelers’ checks which it 
had cashed and the question presented 
to the court was whether or not it was 
entitled to recover on this claim. As 
stated, it was held that the company 
was responsible to the bank for the 
amount of the checks. 


TRUST COMPANY LIABLE FOR 
LOSS IN INVESTING ESTATE 
FUNDS 


A trust company, acting as trustee 
under a will, sold government securi- 
ties belonging to the estate and invested 
a part of the proceeds in a mortgage 
taken from the trust company’s own 
portfolio. It was held that the trust 
company was liable to the estate for 
loss resulting from the investment. In 
re Young’s Estate, 293 N. Y. Supp. 97. 

In this case it appeared that a trust 
company was appointed trustee under 
a will in September, 1930. The bene- 
ficiaries of the trust were two daughters 


of the testator, twenty-two and eighteen 
years of age respectively at the time of 


the appointment. The will provided 
that the trust fund should be paid over 
to the daughters when each of them 
reached the age of twenty-five. The 
estate, at that time, had an inventory 
value of some $39,000 and was largely 
invested in Liberty Loan 444 bonds and 
New York City 4% corporate stock. 
The trust company promptly sold these 
securities and invested the fund in two 
mortgages, one for $22,000 and the 
other for $17,000. Later the trust com- 
pany substituted for the $17,000 mort- 
gage another mortgage for a_ like 
amount, called the Muir mortgage, 
which the bank took from its own port- 
folio. The Muir property was ap- 
praised by one of the directors of the 
trust company and his son in Novem- 
ber, 1930, at $33,500. In 1931, when 
the Muir mortgage was substituted for 
the mortgage previously held for the 
estate, the court says the Muir prop- 
erty was worth about $19,000 or $20,- 
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000. It appeared that the substitution 
of the mortgages was made by an as- 
sistant trust officer who, upon looking 
through the bank’s portfolio, found that 
the Muir mortgage was for the same 
face amount as the $17,000 mortgage 
then held by the estate. The trust offi- 
cer was not informed of the substitu- 
tion. It was held that the trust com- 
pany was responsible to the estate for 
any amount lost as a result of its in- 
vestment in the Muir mortgage. 


DEPOSIT OF CHECK IN EXECU- 
TOR’S PERSONAL ACCOUNT 


An executor of a will received a check 
payable to him as executor, which he 
indorsed and deposited in his personal 
account in a trust company. At the 
time, there was only a small balance 
in his account. He directed an officer 
of the trust company to use the pro- 
ceeds of the check in the purchase of 
certain shares of stock for his own ac- 
count. It was held that the trust com- 
pany was liable to the estate for the 
amount of the check. It was generally 
held that a bank does not involve itself 
in liability for merely permitting an 
executor, or other fiduciary, to deposit 
funds he holds as such fiduciary in his 
personal account. The bank is entitled 
to assume that the fiduciary will apply 
the funds to their proper purpose un- 
der the trust. It is only where the bank 
has notice that the fiduciary is convert- 
ing the funds to his own use that it 
becomes liable. In this case the bank 
had definite notice that the executor 
was using the proceeds of the check, 
which belonged to the estate, for the 
purpose of purchasing shares of stock in 
his own name. 

It was also held that, in depositing 
the check in his personal account, the 
executor was guilty of a misdemeanor 
under section 231 of the New York 
Surrogate’s Court Act. 

This was decided by the Surrogate’s 
Court of Oneida County, N. Y., in the 
case of Hopkin’s Estate, 293 N. Y. 
Supp. 786. 





IN THE MONTH'S NEWS 


Convention Dates 


STATE AND SECTIONAL 
September 9—Delaware Bankers Asso- 
ciation. Henlopen Hotel, Rehoboth. 
September 9-10—Maine Savings Bank 
Association. Squaw Mountain Inn, 
Moosehead Lake. 

September 16-18—Massachusetts Sav- 
ings Banks Association. New Ocean 
House, Swampscott. 

22-23—Kentucky 

Brown Hotel, 


Bankers 
Louis- 


September 
Association. 
ville. 

October 20-22—Savings Bank Associa- 
tion of New York. The Greenbrier, 
White Sulphur Springs, W. Va. 

November—Florida Bankers Associa- 
tion. Tallahassee. Date not yet 
decided. 

November 4-5—Nebraska Bankers As- 
sociation. Hotel Cornhusker, Lin- 
coln. 

November 11-12—New Jersey mid-year 
meeting, Hotel Berkley-Carteret, As- 
bury Park. 

1938 

May .5-6—Oklahoma Bankers Associa- 
tion, Tulsa. 

May 9-11—Missouri Bankers Associa- 
tion. Place not yet decided. 

May 12-13—Kansas Bankers Associa- 
tion, Hutchinson. 

May 17-19—Texas Bankers Association. 
Fort Worth. 

May 25-26—Indiana Bankers Associa- 
tion. French Lick Springs Hotel, 
French Lick. 

June 2-3—South Dakota Bankers Asso- 
ciation. Huron. 

, June 6-8—lowa Bankers Association. 
Place not yet determined. 

June 9-11—District of Columbia Bank- 
ers Association. The Homestead, 
Hot Springs, Va. 

June 16-18—Virginia Bankers Associa- 


tion. The Homestead, Hot Springs, 
Va. 


GENERAL 
September 13-15—Morris Plan Bank- 
ers Association. The Broadmoor, 
Colorado Springs, Colo. 
September 13-16—Financial Advertis- 
ers Association. Syracuse, N. Y. 


October 6-8—United States Building 
and Loan League. Los Angeles. 

October 8-12—American Bank Women. 
Hotel Somerset, Boston, Mass. 

October 10-13—National Association 
of Bank Auditors and Comptrollers. 
Boston, Mass. 


October 11-14—American Bankers As- 
sociation. Statler Hotel, Boston, 


Mass. 


Commercial Loans 


q| A SHARP improvement in commercial 
loans is predicted for early 1938 in the 
recent bank stock analysis of the Stand- 
ard Statistics Co. “The upward trend 
of loan volumes probably is the most 
favorable feature of recent banking de- 
velopments,” the analysis points out. 
“During the first half of 1937, total 
loans of member banks in 101 cities 
increased $571,000,000, or 6.2 per cent., 
most of which accrued in the second 
quarter. Total loans on June 30, 1937, 
were higher than a year earlier by 
$1,300,000,000, or 15.4 per cent. This 
trend is expected to continue. Gains 
may be moderate during the remainder 
of the year, but sharp improvement is 
likely early in 1938 and later, if the 
expected improvement in business con- 
ditions materializes.” 


4] AFTER an unemployment conference 
with publishers and industrialists in the 
City of Boston, held the latter part of 
July, Roy A. Young, governor of the 
Federal Reserve Bank of Boston, and 
John J. Haggerty, manager of the RFC, 
and Governor Hurley, gave definite as- 
surance that Federal financial institu- 
tions are prepared to extend broader 
industrial loans to stimulate employ- 


267 





268 


ment in Massachusetts. Prospective bor- 
rowers, under the Governor’s plan would 
first apply at local banks, and then 
make application to the RFC or the 
Federal Reserve Bank, in the event the 
loan was not forthcoming. 


Paid in Full 


q THE receivership loan, which was 
widely heralded and. recorded as the 
first instance of a going bank making 
such a loan, has been paid in full 
seventeen months before it became due. 
The amount of the loan was $37,800,- 
000 and it drew interest at 214 per cent. 
It was made by the Manufacturers Na- 
tional Bank of Detroit to the First Na- 
tional Bank, Detroit, of which B. C. 
Schram is the receiver. The interest 
asked by the Manufacturers National 
Bank was less than would have been 
required by the RFC, and a few days 
after the loan was made the RFC re- 
duced its own rate. Reductions were 
made rapidly in sums of from $25,000 
to $400,000, and, at times, daily. 


Automatic Teller 


§ Tue Union Planters National Bank 
and Trust Company of Memphis, Ten- 


nessee, has installed an “automatic 
teller,” which will save time for cus- 
tomers making deposits only. The de- 
vice is an arrangement by which the 
customers may drop their checks, prop- 
erly indorsed and attached to a deposit 
slip, into a slot, and they will receive 
a duplicate slip or credit advice in the 
next morning’s mail. This scheme 
should relieve the congestion which 
occurs at tellers’ windows during cer- 
tain busy periods. 

The First National Bank and Trust 
Company of Tulsa, Oklahoma, has also 
developed a somewhat similar system 
of automatic depositing. 


“Register Checks” 


4 A New type of checking service was 
made available to the public in the lat- 
ter part of August by the First National 
Bank of Boston. The service is designed 
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for the use of people who, because of 
bank service charges and minimum 
balance requirements do not have check- 
ing accounts. Through this new “regis- 
ter check” plan, anyone may write his 
personal check at a cost which is less 
than the average charge for other 
methods of remittance. Users are not 
required to open an account nor to main- 
tain a deposit balance. 

In operation the service is simple 
and free from formality, identification 
or signature cards not being required. 
The checks may be bought at any of the 
twenty-four offices of the First National 
Bank, at ten cents per check. A user 
fills out a check and attached stub in 
accordance with instructions printed 
thereon, presents it at a “register check” 
window and pays the amount shown on 
the check, and the operation is com- 
plete. 


Another New Service 


4 UNDER a new arrangement between 
the Canadian Bank of Commerce of 
Toronto, Canada, and the Toronto Daily 
Star, anyone desiring to place a classi- 
fied advertisement in the paper can 
leave it at any one of the bank’s 
branches in the Toronto district, pay 
for it in cash or by check and receive 
a receipt. The bank telephones the ad 
to the paper and credits the payment 
to the account of The Star. There is 
no extra charge to the advertiser for 
this service. The bank is compensated 
by the newspaper through payment of 
commission. The service began July 2. 
Similarly, any advertiser may use the 
bank to pay any bill for advertising in 
The Star. The principal benefit to the 
bank is expected to result from the 
bringing of new customers to its many 
branches. The bank also sells to the 
public licenses for radio receiving sets 
which cost $2 each. The Dominion of 
Canada banks also sell money orders, ' 
rendering a service corresponding to 
that of the United States Post Office De- 
partment. Practically all the large 
banks of the Dominion receive and re- 
mit payments of bills for taxes and gas, 
electric and telephone services. 
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Extra Vacation 


q An extra week’s vacation with full 
pay is being given to employes who 
have been on the payroll of the State- 
Planters Bank and Trust Company of 
Richmond, Virginia, for fifteen years, 
or longer. Of the 265 persons employed 
by the bank, 51 are eligible this year 
for the extra vacation. The present 
force is to be enlarged sufficiently so 
that there need be no doubling up on 
jobs during the period that the extra 
vacations are being enjoyed. This ex- 
tra week for faithful service means a 
three-weeks’ vacation with pay for the 
fifteen-year employes. The plan is not 
being ‘applied to the officers. 


Safe Kept Under Bed 


4 ALTHOUGH we are warned now-a-days 
not to keep our savings in the mattress, 
the Fall River Savings Bank, Fall River, 
Massachusetts, once kept its entire safe 
deposit equipment under the treasurer’s 
bed. But that was over a hundred 
years ago! This savings bank opened 
for business in March, 1828, and until 
1835, the only piece of fixed equipment 
that the bank possessed was a wooden 
box about 12 inches long, 2 inches deep, 
and 8 inches wide, covered with imita- 
tion leather and brass studded. It was 
the duty of the treasurer to store the 
bank’s valuables in it each night and 
take it home with him for safe-keeping 
under his bed. The box came to light 
about six years ago and was restored 
to the bank as a curio. 


“Other Assets” 


qSrx bulls are included in the “other 
assets” on the June 30 statement of the 
First National Bank, New Martinsville, 
West Virginia, and two bulls are among 
the assets of the Citizens Bank and 
Trust Company, Murphy, North Caro- 
lina. The West Virginia bank presi- 
dent, M. H. Willis, believed that his 
recent purchase of the pure-bred bulls 
to improve the breed of cattle in his 
Vicinity was the first such experiment 
by a bank, at least in his state. But 


PHILIP STOCKTON 


President, First National Bank of 
Boston 


Mr. Stockton was born in Brook- 
line, Mass., on March 20, 1874, the 
son of Howard and Mary (Mason) 
Stockton. He received the degree of 
A. B. from Harvard in 1896, and the 
degree of B.S. from the Massachu- 
setts Institute of Technology in 1899. 

After graduating from M., I. T. he 
became engineer for the Merrimac 
Manufacturing Company of Hunts- 
ville, Ala. In 1901 he became treas- 
urer of the Lowell Bleachery and in 
1902 president of the City Trust 
Company of Boston. From 1910 to 
1934 he served as president of the 
Old Colony Trust Company of Bos- 
ton and in 1929 was made president 
of the First National Bank. 

He is a member of The Country 
Club of Brookline, the Eastern Yacht 
Club, Essex County, Somerset, Ten- 
nis & Raequet, Algonquin, Massachu- 
setts Automobile, Myopia Hunt and 
Jekyll Island Club. He is a life 
member of the Corporation of the 
Massachusetts Institute of Tech- 
nology. 

In 1905 Mr. Stockton married 
Margaret Head. His children are 
Charles H. Stockton and Mrs. Charles 
Francis Adams, Jr. (Margaret 
Stockton). His legal residence is in 
Manchester, Mass., and he also main- 
tains a residence in town at 342 
Beacon Street, Boston. He is a di- 
rector of numerous corporations. 


the far-seeing idea was also being de- 


veloped by County Agent G. H. Wheeler 


in North Carolina. Both bankers are 








THE BANKERS MAGAZINE 


CHANNING H. COX 


President, Old Colony Trust Com- 
pany, Boston 

Mr. Cox was born in Manchester, 
N. H., on February 28, 1879, the son 
of Charles E, Cox and Evelyn Mary 
(Randall) Cox. He was educated in 
the publie schools in Manchester, re- 
ceived the degree of A. B. from Dart- 
mouth m 1901 and the degree of 
LL.B from Harvard in 1904. He 
also holds honorary’ degrees of 
LL.D from Dartmouth and Tufts. 

From 1904 to 1925 Mr. Cox prae- 
ticed law in Boston. He served in the 
Boston common council in 1908 and 
1909, was a member of the Massa- 
chusetts House of Representatives 
from 1910 to 1918, Speaker of the 
House from 1915 to 1918, Lieutenant 
Governor in 1919 and, 1920 and Gov- 
ernor of Massachusetts from 1921 to 
1925, 

He joined the staff of the First 
National Bank of Boston in Janu- 
ary, 1925, as vice-president, and in 
January, 1934, became president of 
the Old Colony Trust Company. 

Besides being a director of numer- 
ous corporations and institutions, Mr. 
Cox is a member of the Algonquin, 
Union, Brookline Country, and Co- 
hasset Country and Yacht Clubs. 

In 1915 he married Mary Emery 
Young of, Brookline. They have one 
daughter, Nancy. His home is at 173 
Beacon Street in Boston. 


to be congratulated for finding out 
what their customers need and giving it 
to them when possible. 


Rolling Stone Banker 


| A BIOGRAPHICAL article on the life of 
Leon Fraser, now president of the First 
National Bank of New York City, ap- 
peared in a recent issue of The Saturday 
Evening Post by Henry F. Pringle. Mr. 
Pringle shows that Mr. Fraser’s career 
proves the exception to at least two 
proverbs, the “rolling stone gathers no 
moss,” and “the Jack-of-all-trades is 
master of none.” Leon Fraser’s career, 
as every banker doubtless already 
knows, has been extremely varied, and 
he mastered each job as it came along, 
standing high in his profession at the 
present day. 


Another Savings Plan 


q Tue First National Bank and Trust 
Company, Oklahoma City, Oklahoma, 
is putting into effect an employe savings 
retirement trust fund to fill the need 
for social security for its employes. It 
is a systematic savings plan that will 
pay back to the employe a lump sum 
at the age of 60. Employes may save 
a minimum of 3 per cent., or a maxi- 
mum of 5 per cent. of their yearly sal- 
ary, limited to a maximum of $300 a 
year per employe. To this amount 
saved by the employe the bank will 
contribute an equal amount up to the 
$300 maximum figure. The bank will 
discontinue the practice of paying a 
Christmas bonus. The interest to be 
paid will be 214 per cent. compounded 
semi-annually. Other details are being 
worked out by the bank, and are well 
worth the study of bankers who may 
have similar plans in contemplation. 


Payroll Deduction 


q{ THERE are many persons who want 
to maintain a savings account, but quite 
frankly admit that they have difficulty 
in doing so once their pay gets in their 
own hands. They are willing to be 
helped to save, and the Franklin So- 
ciety, New York City, instituted “pay- 
roll deduction savings accounts” just 
for their benefit. They report that these 
accounts are increasing, forming a 
goodly proportion of over 7500 new 
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accounts opened since January 1. On 
this type of account payments are made 
by the employer. direct to The Society 
for ‘crédit to’ the employe’s account. 
Withdrawals and additional:--payments 
may be made personally by the employe 
when desired. 


Loan Insurance 


qTHe rise of the personal loan busi- 
ness has, of necessity, increased insur- 
ance on lives of the personal loan bor- 
rowers. Insurance companies . report 
that this type of insurance is expand- 
ing rapidly. Morris Plan banks .report 
that the demand for this insurance is 
almost 100 per cent. in, the case- of co- 
maker loans despite the fact that the 
bank does: not require it on that class 
of loan. “Insurance is required by Mor- 
ris Plan banks for “character” loans, 
those made without co-makers. This 
company publishes a booklet entitled, 
“No Man’s Debts Should Live After 
Him.” 

The Connecticut General Life Insur- 
ance Co. has issued a _ booklet on 
“Creating New Business Through In- 
sured Personal Loans.” The Prudential 
Insurance Co. was one’ of the first to 
offer this kind of insurance, and other 
insurance companies are active in the 
field. Their problem right now is work- 
ing out rates for the banks that do not 
have a large volume of this business. 


Personal Loans 


In an address by Roger Steffan, vice- 
president in charge of personal loans, 
of the National City Bank of New York, 
which he delivered before the A. I. B. 
convention, he remarked about the 
steady expansion of the personal loan 
field on the part of commercial banks 
during the last three years. He also 
said that “there are many who believe 
that banks generally should have catered 
more to the credit needs of individual 
customers in the past ten years. It will 
be a tribute to the balanced intelligence 
and the research acumen of bankers if, 
with the growing temptations to expand 
in this field, it can be said ten years 
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THOMAS PRINCE BEAL 


President, Second National Bank, 
Boston, Mass. 


Mr. Beal was elected president of 
the Second National on June 4, 1923, 
at the death of his father, Thomas P. 
Beal. 

He was born in Boston in 1883 and 
educated at Noble and Greenough 
School and Harvard College, from 
which he was graduated in 1904. 
After association with the banking 
firm of Kidder, Peabody & Company 
for three years and one year in the 
Northwestern National Bank, Minne- 
apolis, he was appointed assistant 
cashier of The Second National Bank 
in 1908. In 1910 he beeame vice- 
president and director. From 1932 to 
1935 he served as president of The 
Boston Clearing House Association 
and has been a member of the Clear- 
ing House Committee continuously 
since June, 1923. He is a trustee 
and member of the corporation of 
the Suffolk Savings Bank for Seamen 
and Others and treasurer of the Mas- 
sachusetts Safety Council. 

Mr. Beal is married, and is a mem- 
ber of the Somerset, Union and Al- 
gonquin Clubs, Boston; The Country 
Club, Brookline; and Essex County 
Club, Manchester. 


hence that they did not extend too much 
consumer credit from 1937 to 1947.” 

There are those who still believe that 
there is danger in the great number of 
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RAYMOND B. COX 


President, Webster and Atlas National 
Bank of Boston. 


Mr. Cox began his career as a 
messenger in Baltimore, Maryland. 
In 1911 he went to New York as an 
assistant cashier of the Fourth Na- 
tional Bank of that city. This was 
one of the largest banks in New York 
at that time and consolidated with a 
neighboring institution in 1914. 

He then went to Boston as vice- 
president of the Webster and Atlas 
National Bank, and was elected presi- 
dent in 1920. This bank is one of 
the oldest institutions in New Eng- 
land. The Atlas Bank was chartered 
in 1833 and the Webster Bank in 
1848. They consolidated in 1904, 

Mr. Cox is past president of the 
American Institute of Banking, the 
Massachusetts National Bank Asso- 
ciation, and the Robert Morris As- 
sociates. He has served on various 
committees of the American Bank- 
ers Association, and other financial 
and public organizations. 


personal loan departments that are be- 
ing installed practically daily. Mr. 
Steffan’s hint that intelligence and re- 
search be used plentifully before a bank 
takes this step is wise, and it is to be 
hoped that ten years hence bankers will 
not rue the day. 

Regardless of personal opinion, how- 
ever, these personal loan departments 


are increasing. Such loans made in 
New York City total from $150,000,000 
to $200,000,000 a year. In New Jersey, 
State Banking Commissioner Carl K. 
Withers, releases figures that show that 
personal loans increased from $3,952,- 
248 to $5,369,752 during the six months 
ended June 30. 

The Pennsylvania Secretary of Bank- 
ing, Luther A. Harr, announces estab- 
lishment of a consumer credit division 
of the department of banking of that 
state to supervise activities of pawn- 
brokers, small loan companies, credit 
unions, and consumer discount com- 
panies. 


Anniversary 


q Tue Boston News Bureau, founded 
in 1887 by the late Clarence W. Barron, 
celebrated its fiftieth anniversary re- 
cently with a special edition of 140 
pages. The issue contained seven sec- 
tions, in addition to its regular daily 
section, and included 275 advertise- 
ments, and numerous feature stories 
from the history of the paper and its 
times. 


Schools, Schools, Schools 


@ EVERYONE is going to school nowa- 
days, or, if they aren’t, they are playing 
truant from some school they ought to 
be attending. The chairman of pub- 
licity of the Financial Advertisers Asso- 
ciation convention to be held in Syra- 
cuse, I. I. Sperling, has just stated that 
the convention will be in the nature of 
a school of publicity. Every morning 
at 8:55 a “school bell” will ring and 
class will assemble for an hour. Courses 
of lectures will be given, and afternoon 
classes will consist of informal groups 
led by a chairman who will stimulate 
discussion of individual problems. 

The Oklahoma Bankers Association 
plan schools to instruct farmers and 
agricultural students on terracing of 
land and saving of the top soil. 

Plans for a Pacific Northwest Bank- 
ing School to be held at the University 
of Washington during the summer of 
1938 have been discussed by a commit- 
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tee of the Washington Bankers Associa- 
tion. 

A course of study in home mortgage 
lending for banks has been prepared by 
the Federal Housing Administration in 
co-operation with the A. I. B. The FHA 
believes that the study is the first au- 
thoritative mortgage practice course 
ever developed in this country. 


A Trailer Banker 


q Frank C. MINDNICH, president of the 
Federal Trust Company of Newark, New 
Jersey, commutes to the bank by trailer. 
He is one of four guests of a vice-presi- 
dent of a large brewing company. The 
trip is made in a de luxe trailer, 30 feet 
long, and takes one hour and twenty- 
five minutes. The friends usually have 
breakfast on route. 


Signer for Checks 


q THE latest development by The Todd 
Company, Inc., Rochester, New York, 
in the invention of Protectograph check- 
writers is a new Hand Signer for checks. 
This efficient and inexpensive check 
signer relieves busy executives of an im- 
portant but tiresome task by safely 
making check signing mere office rou- 
tine. It imprints through a_ ribbon, 
producing safe, uniform four-color sig- 
natures. The irksome half-hour task of 
the busy executive who must sign 150 
checks now may be reduced to less than 
ten minutes—or safely delegated to an 
assistant. An intricate background de- 
sign and a monogram or trade-mark in 
colors are combined with a facsimile 
reproduction of the signature itself to 
eliminate all danger of any successful 
imitation. 

Unauthorized use is guarded against 
by two locks and two keys; one key 
for the executive responsible for check 
signing, and the second for the op- 
erator; or the second to be held by a 
second executive thus performing the 
control function of a counter-signature. 
A non-resettable, tamper-proof meter 
records the total number of checks 
signed up to 99,999 when it automati- 
cally returns to zero. 
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ALLAN FORBES 
President, State Street Trust Com- 
pany, Boston, Mass. 

Mr. Forbes was born in Boston and 
attended Noble and Greenough School 
before entering Harvard University 
from which he graduated in the class 
of 1897. 

He became connected with the State 
Street Trust Company February 1, 
1899, and on March 16, 1906, he be- 
came vice-president. On June 27, 
1911, Mr. Forbes was elected presi- 
dent of the institution. 

Mr. Forbes is a director of numer- 
ous corporations and has been ac- 
tively connected with many charitable 
organizations during his banking 
eareer. This year he is chairman of 
the Boston Clearing House Com- 
mittee. 


—————————— 


A third lock on the bottom of the 
machine, opened only by the executive 
key, prevents unauthorized access to the 
interior mechanism. The signature plate 
may be removed easily by the executive 
only. This plate may be taken from 
the machine and kept in a safe place 
when not in use. 


Picture Puzzling 


qEmptoyes of The Chase National 
Bank of New York City are getting 
practice in solving the puzzling prob- 
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lems of banking ahead of them by a 
“Name Chasing Contest” appearing in 
their house organ, The Chase. Six car- 
toons representing the names of six 
officers of the bank are shown in one 
of the recent house organ issues, and 
prizes totaling $10 are to be awarded 
to those guessing the correct answers. 
The prize winners will be drawn if the 
number of contestants sending in ac- 
curate lists is too large. 


Radio Commencement 


q THE annual nationwide radio com- 
mencement exercises of the American 
Institute of Banking will be held on 
Friday evening, September 10. 

The feature of the program will be 
an address by Branch Rickey, vice- 
president and general manager of the 
St. Louis Cardinals baseball team. Mr. 
Rickey has selected “The Score Board” 
as the subject of his talk, and will be 
heard by the members of more than two 
hundred and twenty chapters through- 
out the country who are completing 
plans to participate in the program. 
The program will be broadcast through 
the courtesy of the National Broadcast- 
ing Company from its St. Louis, Mis- 
souri, station and over its blue network 
throughout the country. The arrange- 
ments are being made by a committee 
headed by Robert J. Farr, of the Phila- 
delphia National Bank, Philadelphia, 
Pa. 

Dr. Harold Stdnier, educational di- 
rector of the institute, reports that ap- 
proximately 2600 members will receive 
their certificates that evening and that 
during the past year more than 35,000 
students were enrolled in the various 
chapter classes. In the past thirty-six 
years, more than 25,000 bank men and 
women, many of them now officials of 
their respective institutions, have been 
graduated by the institute. 


Service Charge Liability 
q THe Nebraska Bankers Association 


Record recently reprinted a few inter- 
esting paragraphs from an article that 
appeared in one of their 1936 issues. 


A question from a member bank as to’ 
its liability if the reduction of a cus. 


tomer’s balance by reason of service 
charges assessed thereon caused the re 
turn of a check that would then over. 
draw the account brought the matter up 
again. The article discussed the topic 
as follows: 

“At one of the recent conferences thé 
point was raised and discussed that re- 
fusal to honor a check that exceeds the 
customer’s balance because of debits for 
service charges might easily result in 
trouble for the bank. A case was cited 
in which the dishonored check was in 


payment of a premium on a life insur. ° 


ance policy the holder of which was 
engaged in lawsuiting the insurance 
company. The checkwriter’s attorney 
promptly presented himself at the bank, 
but subsided when confronted by the 
depositor’s agreement on the signature 
card that service charges might be 
placed against the account when neces- 
sary. The suggested clause is short and 
simple, reading: 

“*The bank is authorized to charge 
this accouni a service charge in accord- 
ance with its rules.’ 

“We consulted a number of bankers 
before writing this article. Some say 
they are careful never to throw out a 
check because of a deficiency caused by 
service charges, but agree that the above 
clause would do no harm. Others in- 
tend to use such a clause right away. 
Others already have something similar 
on signature cards. We take it that 
each member will reach his own deci- 
e ” 
sion. 


Graduation Gifts 


q As an investment in goodwill and 
advertising the Lafayette Bank and 
Trust Company of Suffern, New York, 
through its president, A. J. Miller, gives 
$1 to each member of the graduating 
class of the local high school, in the 
form of an account in the savings de- 
partment of the bank. No strings are 
attached; some of the dollars are with- 
drawn; some are never added to; but 
a surprising number become the nest 
egg of an account. 
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Drive-In Banking 


q A pRIVE-IN banking unit has been es- 
tablished in the New Vernon branch 
of the Security-First National Bank of 
Los Angeles. This new bank unit fol- 
lows in line with drive-in markets and 
other drive-in service shops that are so 
popular in the Los Angeles district. It 
also helps solve the parking problem. 
The customer is able to drive into the 
new unit of the bank, and transact his 
bank business at special windows, with- 
out leaving his car. All possible mod- 
ern means of protection against bandits 
have also been installed. 


Promotions 


qEpwarp C. MAHER and Andrew 
Phieler, who have been with the Manu- 
facturers Trust Company, New York, 
for many years, have been elected as- 
sistant managers of the foreign depart- 
ment. 


GE. DoucLass CAMPBELL has been re- 
cently appointed manager of the credit 
department of the Mercantile-Commerce 
Bank and Trust Company of St. Louis. 


Our Neighbors 


q@Canapa’s new bi-lingual currency— 
printed in both English and French—is 
now being put into circulation by the 
Bank of Canada. Current 1935 bank 
notes will be gradually withdrawn from 
circulation as they become worn too 
badly for further use. This 1935 issue 
was printed totally in English for Eng- 
lish-speaking sections of the country 
and totally in French for use in Quebec 
Province. Its circulation from one end 
of the Dominion to the other was there- 
fore limited. 


Parker L. Jackson 


§ Wetts Farco BANK in San Francisco 
lost one of its longest-serving and best- 
beloved executive officers on July 29, 
in the death of Parker L. Jackson. Mr. 
Jackson was 58 years old and had been 
assistant cashier of the Union Trust 
Company office of the bank. 


European Representative 


4] MANUFACTURERS TRUsT COMPANY, 
New York, announces the appointment 
of H. W. Auburn as European repre- 
sentative. Offices were opened on Sep- 
tember 1, 1937, at No. 1, Cornhill, 
London, England. The principal pur- 
pose is to maintain and extend the ex- 
isting relationships of Manufacturers 
Trust Company with its numerous Euro- 
pean banking connections; the offices 
will be purely representative and will 
not conduct a regular banking business. 
Mr. Auburn is well known to British 
and Continental bankers, due to his 
many years of banking experience in 
London and to his association with 
various international bankers’ commit- 
tees. 


Competition? 


gq Witt Francis J. O’Connell’s new 
bank on wheels compete with the estab- 
lished banks in Norwood, Massachu- 
setts? With an armored car, complete 
with three guards, Mr. O’Connell visits 
the entrance to various industrial plants 
that pay by check on pay day. He 
cashes checks for ten cents each. Busi- 
ness was so good the first day that 
within twenty minutes the bank was ob- 
liged to shut because of lack of funds. 
The workers are agreeable to the small 
charge, as it saves them a trip to the 
bank on which the check is drawn. 


Insurance Savings 


4 CHANCES made in rates on No, 2 and 
No. 8 revised forms of Bankers Blanket 
Bonds following negotiations between 
the insurance committee of the Ameri- 
can Bankers Association and the rating 
bureau of the surety companies, will 
effect further savings of about $1,200,- 
000 annually in the aggregate cost of 
bank insurance in addition to savings 
of $600,000 a year effected in 1936, it 
is brought out by James E. Baum, sec- 
retary of the committee, in a statement 
in the current number of the Protective 
Bulletin issued by the association’s pro- 
tective department. 
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More profits 
and good will 
for your bank... 


bank can make a 


organized 
clearly demonstrated by banks that have 
succeeded in this field, 


A working manual for bankers who would 
repeat these successes will be found in 


INCREASING 
PERSONAL 
LOAN 
BUSINESS 


By R. E. DOAN 
and 


G. F. FOLEY 


The authors of this book have had years 
of practical experience in developing a small 
loan department in the Denver National 
Bank, They are also the originators of the 
nationally known “Denver Plan” for liqui- 
Gating satel charge ocssunts witch ts Cully 

described in this book. 


Darwin James 


q Darwin Rusu James, president 
the East River Savings Bank of Ne 
York City, and prominent in Brookh 
and New York philanthropic, politi¢ 
and civic leadership, died at his hom 
in Riverhead, Long Island, in Augu 
For years Mr. James had been an of 
standing savings banker. His bank, 

East River, is the ninth largest muti 
savings bank in the United States. 


Andrew W. Mellon 


q AnpREw W. MELLON, Secretary § 
the Treasury in the cabinets of Presh 
dents Harding, Coolidge, and Hoove 
former Ambassador to Great Britai 
and one of the nation’s leading fina 
ciers and industrialists, died on Augi 
26 at Southampton, Long Island, at # 
age of 82. The last work of Mr. Mé 
lon’s life had been the direction of € 
establishment of one of the dreams | 
his life, a national gallery of art 
Washington that would compare 

the best collections in the world. — 
had been devoting his time to this ju 
before his last illness. : 


© 


MONETARY MANIPULATION 
PRICE STABILITY 


It is obviously true that the volume @ 
the rate of turnover of credit, in all} 
forms, are important elements in thet 
termination of economic trends, incl 
ing commodity price movements and t 
rate of industrial activity. However, tf 
constitute but one of many causal ac 
tors and they may be either count 
acted or aggravated by non-monela 
developments of all kinds. Excess 
simplification of complex econon 
phenomena may impart a specious 4 
pearance of clarity to the reasoning” 
an economist, but it can also lead” 
mischievous results when it gives ¢@ 
fort to those in Congress who wis 

manipulate the monetary and ban 

system in quest of the will-o-the-wis 

commodity price stability.—New 


MR NE RE RUNNERS of Commerce. 
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